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FOREWORD 


Organizations are complex social phenomena. This complexity is reflected in the eclectic 
nature of organization theory, the diversity of scientific research in the field, and the myriad 
of organization designs in the modern world. This book focuses on the macro level of 
organization theory and design and provides an integrated framework for better under- 
standing through the linking of research, theory, and practice. It uses an open-systems 
perspective of organizations in interaction with their environments and develops contin- 
gency concepts, emphasizing that appropriate designs are those matching organizatonal 
goals and characteristics with constraints (environment, technology, and people). 

Professor Connor has made a meaningful contribution by sifting, distilling, and integrating 
a vast amount of information. His introductions and conclusions provide helpful insights to 
facilitate comprehension and integration of salient concepts in the writings of experts in 
organization theory and design. 

This book is more than a collection of random ideas and propositions. It is a carefully 
thought-out presentation of key concepts that shoud be helpful to serious students who want 
to understand organizations—the theory underlying their functioning and guidelines for 
designing better ones. It provides a comprehensive source of information on the current 
state of organization theory and design and also develops concepts and models for the 
extension of the field. 


Fremont Kast 
James Rosenzweig 
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PREFACE 


About five years ago | decided that the world needed another book on organizations. That 
there were already a number of volumes did not dissuade me—they all seemed to have 
one of two basic problems. Either they attempted to describe organizations from a pretty 
narrow perspective—such as those that were based on a particular typology —or they were 
little more than dressed-up management books. 

My graduate training at the University of Washington emphasized what has since come 
to be called macro aspects of organizational life. My inclination, therefore, was to try to 
describe some of those aspects—and to do so without relying on a single classification 
scheme or a set of POSDCORB-like prescriptions. ; 

In October 1975 | chanced to attend a workshop on organizational design. The workshop 
was organized by Lou Pondy and Ken Rowland, sponsored by the TIMS College on Orga- 
nization, and held at the University of Illinois. It developed into a wide-ranging examination 
of several notions—notions that may or may not have had much to do with organization 
design. The examination process, however, was stimulating. As a result, | came away from 
the workshop with a desire to bring an organization-design focus to my upper-division 
management and organization courses. 

In the few years that followed, that focus took shape and is reflected in the structure of 
this book. Basically, the idea is this: 


Question: Why do organization designers design? 

Answer: To achieve various organization goals. 

Question: Since nothing is free, what constrains designers’ design options? 

Answer: Where the organization is operating (that is, the environment), how its goods 
and services get produced (organizational technology), and the nature of the 
people doing the producing. 

Question: What is it that designers design? 

Answer: Various organizational properties and processes, such as work, structure, and 

control and decision processes, for example. 
Question: So what results from all this? 

Answer: The main outcomes are two: organizational climate and organizational effec- 

tiveness. 


The book’s main discussion, Sections Two through Five, reflects this question-and-answer 
litany. Having a high need for order, | have preceded that discussion with a section on basic 
organization-theoretic and organization-design concepts. My equally high need for closure 
suggested a concluding section, dealing with some applications and some ‘‘what-next?”’ 
considerations. 
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xiv PREFACE 


The reader will almost instantly recognize that this book is primarily informed by open- 
systems ideas. That is, the organization is treated principally as an open system—open to 
its environment, acquiring and processing resources, producing output, readjusting those 
processes, and so on. It is, of course, fashionable in some quarters to criticize systems 
ideas as bearing less fruit than promised. Still, | think they do help capture some of the action 
of organizational functioning. So, with no apologies, | have followed a fairly straightforward 
systems approach to organizational design. 

The format of this book is text-reader: some of the discussion is mine; some is others’. 
Specifically, each chapter contains some introductory remarks, one to three articles (usually 
edited), and then a concluding statement (a summary-and-conclusion essay). The objec- 
tive of the introductions is simple: to set the stage for the ensuing discussion and to provide 
a road map for what follows in the articles and concluding statement. A road map, of course, 
is a device by which readers may identify the path they are about to follow. Each road map 
identifies the purpose of the chapter, as well as the chain that ties the chapter's discussion 
together. Some of the introductory remarks are brief, some quite lengthy. The length de- 
pends on the amount of preliminary material that | believe it is necessary to present. In 
general such material contains definitions, reviews of earlier work, and so forth. 

The objective of the concluding statements is somewhat more elaborate. Each is pre- 
sented in the hope of providing the reader with a fairly brief summing up of what we appear 
to be able to say about the chapter’s subject. Necessarily, each statement provides some 
integration of the articles that precede it, but none is limited to an integration of only those 
articles. Rather the concluding remarks attempt to be overall statements on the subjects. 

Each major section contains one or more cases. The cases vary in length from brief 
(actually “‘incidents’’) to fairly long, running several pages. Settings for the cases also 
vary, ranging from nursing homes to manufacturing plants. Each case has been written or 
selected to provide an opportunity for the reader to focus on one or more fairly specific 
design issues appropriate to that section. 

As will become apparent, this book is aimed at the advanced undergraduate or beginning 
graduate student. | have assumed that the reader has some familiarity with the concepts 
and terms covered in typical introductory courses in management, organizational behavior, 
or organization theory. Although most of the chapters contain some review of the subject 
at hand, it is never intended to be complete or comprehensive. Rather it is intended to re- 
mind the reader of the principal notions and vocabulary regarding that subject. 

Finally, as with all perpetrators of books, | would like to note the support and assistance 
of several people. Professionally, Robert T. Golembiewski provided me with much help. His 
advice, encouragement, and efforts in behalf of this project are most gratefully acknowl- 
edged. Fremont E. Kast and James E. Rosenzweig were also instrumental in helping bring 
some partially formed ideas to fruition. The book's quality has also been greatly enhanced 
by the helpful reviews of Philip Birnbaum, Indiana University; Sandra Beldt, Georgia State 
University; Joel T. Champion, Air University, Department of the Air Force; Joseph Forest, 
Georgia State University; Theodore Herbert, University of Akron; Fremont E. Kast and James 
E. Rosenzweig, University of Washington; Cynthia Pavett, University of San Diego; John 
Seybolt, University of Utah; and Richard Steers, University of Oregon. 

Additionally, my colleagues in the Management Department of Oregon State University 
have provided a large measure of stimulation and encouragement—especially Dennis R. 
Briscoe, Craig C. Lundberg, and J. S. Mendenhall. Discussions with them and with William 
G. Ouchi, together with their essays that are contained herein, contributed substantially. 
Oddly enough, all four people have moved to other universities, as noted in the Special 
Acknowledgment section that follows. Whether their collaborating with me was instru- 
mental in these moves is not known at this time. Special thanks are due Professor Barbara 
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Karmel, Willamette University, who helped supervise the preparation of several cases in 
the text. 

On a personal level, my parents, to whom this volume is dedicated, have helped me grow 
and mature in more ways than they know, and my gratitude is greater than they suspect. 
My family has also given me a great deal of support during this project. When people inquire, 
“You teach how many hours a week?’’, my wife informs them how a lot of the remaining 
hours get spent. And my children have been altogether understanding of the whole busi- 
ness; their presence contributed immeasurably. 

To all these people, | say . . . thank you. 


Patrick E. Connor 
Corvallis, Oregon 
November 1979 


SPECIAL ACKNOWLEDGMENT 


As noted in the preface, the purpose of the concluding statements in this book is to bring 
together a variety of ideas and information about each chapter’s subject. Each concluding 
statement focuses on the design implications of that chapter's discussion—although it 
may not be /imited to those implications. 

Some of the concluding statements are written by people whose expertise is in that 
specific subject area—to ensure the best treatment possible. | would therefore like to take 
this opportunity to acknowledge—and especially thank—the following colleagues: 


Professor J. S. Mendenhall, Western Michigan University. For reference purposes, his 
statement (Chapter 5) is entitled, “Technology and Organization Design." 


Professor Dennis R. Briscoe, University of San Diego. For reference purposes, his state- 
ment (Chapter 6) is entitled, ‘‘Organization Design: The Human Factor.” 


Dean Craig C. Lundberg, State University of New York at Binghamton. For reference pur- 
poses, his statement (Chapter 7) is entitled, ‘‘Work as an Organization Design Variable.” 


Professor William G. Ouchi, University of California at Los Angeles. For reference purposes, 
his statement (Chapter 8) is entitled, ‘‘A Conceptual Framework for the Design of Organi- 
zational Control Mechanisms.”’ Professor Ouchi’s statement is an adaptation of a paper 
appearing in Management Science, volume 25 (1979). 


A NOTE ABOUT REFERENCE MATERIALS 


There is a wealth of material on organizations available in most college and university libra- 
ries: books, journals, bulletins, conference proceedings, and so forth. The student interested 
in the theory and design of organizations should not hesitate in consulting them. 

Following are listed several journals commonly available. Some of them contain material 
that has been written primarily for researchers. Some are primarily for students and practi- 
tioners. The latter journals are indicated with an asterisk (*). Those and the journals marked 
with a dagger (+) should be considered ‘‘must’’ reading for the serious student. 


MANAGEMENT JOURNALS 


Academy of Management Journal 
Academy of Management Review + 
Business Horizons * 

California Management Review * 
Harvard Business Review * 
Organizational Dynamics * 


ORGANIZATIONAL PSYCHOLOGY 


Journal of Applied Psychology + 
Journal of Social Psychology 
Organizational Behavior and Human Performance + 


ORGANIZATIONAL SOCIOLOGY 


American Journal of Sociology 
American Sociological Review 


OTHER JOURNALS 


Administrative Science Quarterly + 
Human Organization 

Management Science 
Organization Studies 

Public Administration Review * 


The above list, of course, is not meant to be exhaustive. But it does contain most of the 
journals that one encounters in studying organization theory and design. These journals 
will take the student far along the path toward understanding organizations. 
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SECTION ONE 


Introduction 


INTRODUCTION TO SECTION ONE 


Designing organizations is a complicated undertaking. The intent of this introductory section 
is to examine some ideas—some assumptions, concepts, and relationships—that underlie 
that undertaking. 

Section One is divided into two chapters. These chapters reflect the twin sets of ideas on 
which organization designing is based. Chapter 1, ‘‘Organization Theory,” traces the 
development of organization and management theory as it has evolved over the past several 
decades. The chapter concludes by pointing out that despite some fashionable criticism, the 
open-systems view provides the most useful approach to understanding and designing 
organizations. In particular, open-systems thinking emphasizes the dynamics of resource 
flow and organization-environment relations. To be effective, designs must reflect the reality 
of these dynamics. 

Chapter 2, ‘‘Designing Organizations,’’ examines some themes and premises that 
underlie the designing function. Open-systems thinking is translated into organization-de- 
sign concepts. The chapter looks at several factors that designs should encompass. We 
conclude our discussion by outlining the design model that guides this book. In short, this 
section identifies two sets of ideas: organization theory and organization design. It is these 
ideas that provide the foundation for the process of organizational designing. 
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INTRODUCTORY REMARKS 


Formal organizations are social instruments for accomplishing goals. Organization theory is 
the systematic study of those instruments and their operation. Although organizations have 
a long past, organization theory has a short history. Historians are able to describe 
organizations that existed in Sumer and Egypt over 6000 years ago. The systematic, 
comprehensive study of organizations, however, has its principal roots in the past century. 

The purpose of this chapter is to bring us up to date on that study. More specifically, this 
chapter is aimed at developing some concepts—concepts that will then be useful for focusing 
on one of organizations’ most important aspects—their design. As we mentioned in the 
preface, the format of this volume (and therefore this chapter) is text-reader. We open the 
chapter with these introductory remarks, which serve as a sort of preview. We then present 
two authors’ statements about the study of organizations (the “Readings”’), and close out the 
chapter with some concluding thoughts. 


The Readings 


By the term organization we mean a formal collection of people that has been created for the 
purpose of accomplishing collective goals on a relatively continuous basis. The collection is 
characterized by a relatively identifiable boundary, norms of behavior, primary groups, 
channels of communication, task-related’ activities, authority relationships, an incentive 
system, and so forth. The systematic study of organizations—organization theory —has 
developed rapidly. In this chapter’s first selection, ““The Short and Glorious History of 
Organizational Theory,” Professor Charles Perrow traces this development. He shows that 
its modern evolution began with classical administrative theory, which was the approach 
used by the “forces of darkness.” Classical theory’s prescriptive shortcomings, plus 
changing social, economic, and technical conditions, gave rise to the human relations school, 
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whereby “forces of light” began to illuminate the conceptual and operational scene. The 
past two decades have witnessed various sociotechnical approaches, culminating today in the 
almost monopolistic dominance of general systems theory. 

As Perrow notes, however, general systems theory is no cure-all, principally because it is 
difficult to translate into the day-to-day pragmatics of organizational management. Sulll, 
the general-systems approach does seem to provide fruitful opportunities for studying 
organizations. These opportunities were exploited by the late James D. Thompson in his 
work Organizations in Action (McGraw-Hill, 1967). This chapter contains the first of two 
selections from that important book. In “Strategies for Studying Organizations,” Professor 
Thompson identifies uncertainty as the essential element underlying organizational 
behavior. 

Organization theorists and managers who employ a closed-system perspective tend to 
ignore uncertainty as irrelevant. An organization that in fact confronts a fair amount of 
uncertainty, however, must deal with that uncertainty. To try to simply wish it away 1s 
foolish. In either situation, in what Thompson calls determinate or indeterminate conditions, 
the organization takes actions subject to the criteria of rationality. Thus managers, especially 
those who manage organizations operating under indeterminate (uncertain) conditions, 
attempt to reduce uncertainty, using various means to do so. And, says Thompson, it is this 
attempt that provides the underlying basis for all managerial action. 

In short, Thompson shows that reducing uncertainty is a fundamental organizational 
imperative—one that provides a basis for understanding and explaining organizational 
action. Specifically it encourages us to pay systematic attention to various organizational 
properties. That is, if managers attempt to reduce or even completely forestall uncertainty, 
there must be some ways by which they can go about doing so. Put another way, they 
(managers) must manipulate certain organizational characteristics to best enable the 
enterprise to cope effectively with the uncertainty it faces. 

Before we can plunge ahead and consider the ways organizational characteristics are 
manipulated —the alternative ways organizations are designed—we need to recognize that 
organizational variables, such as structure, decision patterns, control processes, and so forth, 
are highly interrelated. Thinking of the organization as an open system helps us maintain 
that recognition. 


Conclusion 


In summary, this chapter addresses three questions: 


1. Where has organization theory come from and where is it now? 

2. What are some fundamentals that underlie organizational/ managerial action? 

3. How do organizations deal with these fundamentals; that is, what organizational /mana- 
gerial variables are critical for rational organizational designing? 


THE SHORT AND GLORIOUS HISTORY 
OF ORGANIZATIONAL THEORY 


CHARLES PERROW 


From the beginning, the forces of light and the forces 
of darkness have polarized the field of organizational 
analysis, and the struggle has been protracted and 
inconclusive. The forces of darkness have been repre- 
sented by the mechanical school of organizational 
theory—those who treat the organization as a machine. 
This school characterizes organizations in terms of 
such things as: 


Centralized authority 

Clear lines of authority 
Specialization and expertise 
Marked division of labor 

Rules and regulations 

Clear separation of staff and line 


The forces of light, which by mid-twentieth century 
came to be characterized as the human relations school, 
emphasizes people rather than machines, accommoda- 
tions rather than machinelike precision, and draws its 
inspiration from biological systems rather than engi- 
neering systems. It has emphasized such things as: 


¢ Delegation of authority 

Employee autonomy 

Trust and openness 

Concerns with the “whole person” 
Interpersonal dynamics 


THE RISE AND FALL 
OF SCIENTIFIC MANAGEMENT 


The forces of darkness formulated their position first, 
starting in the early part of this century. They have 
been characterized as the scientific management or 
classical management school. This school started by 
parading simple-minded injunctions to plan ahead, 


keep records, write down policies, specialize, be deci- 
sive, and keep your span of control to about six people. 
These injunctions were needed as firms grew in size 
and complexity, since there were few models around 
beyond the railroads, the military, and the Catholic 
Church to guide organizations. And their injunctions 
worked. Executives began to delegate, reduce their 
span of control, keep records, and specialize. Planning 
ahead still is difficult, it seems, and the modern 
equivalent is Management by Objectives. 

But many things intruded to make these simple- 
minded injunctions less relevant: 


1. Labor became a more critical factor in the firm. As 
the technology increased in sophistication it took 
longer to train people, and more varied and specialized 
skills were needed. Thus, labor turnover cost more and 
recruitment became more selective. As a consequence, 
labor’s power increased. Unions and strikes appeared. 
Management adjusted by beginning to speak of a 
cooperative system of capital, management, and labor. 
The machine model began to lose its relevancy. 


2. The increasing complexity of markets, variability of 
products, increasing number of branch plants, and 
changes in technology all required more adaptive 
organization. The scientific management school was 
ill-equipped to deal with rapid change. It had presumed 
that once the proper structure was achieved the firm 
could run forever without much tampering. By the late 
1930s, people began writing about adaptation and 
change in industry from an organizational point of 
view and had to abandon some of the principles of 
scientific management. 


3. Political, social, and cultural changes meant new 
expectations regarding the proper way to treat people. 
The dark, satanic mills needed at the least a white- 


Charles Perrow, “The Short and Glorious History of Organizational Theory,” Organizational Dynamics (Summer 1973), pp. 2-15. © 1973 
by AMACOM, a division of American Management Associations. All rights reserved. Reprinted by permission of the publisher. 
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washing. Child labor and the brutality of supervision in 
many enterprises became no longer permissible. Even 
managers could not be expected to accept the authori- 
tarian patterns of leadership that prevailed in the small 
firm run by the founding father. 


4. As mergers and growth proceeded apace and the 
firm could no longer be viewed as the shadow of one 
man (the founding entrepreneur), a search for meth- 
ods of selecting good leadership became a preoccupa- 
tion. A good, clear, mechanical structure would no 
longer suffice. Instead, firms had to search for the 
qualities of leadership that could fill the large footsteps 
of the entrepreneur. They tacitly had to admit that 
something other than either “sound principles” or 
“dynamic leadership” was needed. The search for 
leadership traits implied that leaders were made, not 
just born, that the matter was complex, and that several 
skills were involved. 


Enter Human Relations 


From the beginning, individual voices were raised 
against the implications of the scientific management 
school. “Bureaucracy” had always been a dirty word, 
and the job design efforts of Frederick Taylor were 
even the subject of a congressional investigation. But 
no effective counterforce developed until 1938, when a 
business executive with academic talents named Ches- 
ter Barnard proposed the first new theory of organiza- 
tions: Organizations are cooperative systems, not the 
products of mechanical engineering. He stressed natu- 
ral groups within the organization, upward communi- 
cation, authority from below rather than from above, 
and leaders who functioned as a cohesive force. With 
the spectre of labor unrest and the Great Depression 
upon him, Barnard’s emphasis on the cooperative 
nature of organizations was well-timed. The year 
following the publication of his Functions of the Execu- 
tive (1938) saw the publication of F. J. Roethlisberger 
and William Dickson’s Management and the Worker, 
reporting on the first large-scale empirical investigation 
of productivity and social relations. The research, most 
of it conducted in the Hawthorne plant of the Western 
Electric Company during a period in which the work 
force was reduced, highlighted the role of informal 
groups, work restriction norms, the value of decent, 
humane leadership, and the role of psychological 


manipulation of employees through the counseling 
system. World War II intervened, but after the war 
the human relations movement, building on the in- 
sights of Barnard and the Hawthorne studies, came 
into its own. 

The first step was a search for the traits of good 
leadership. It went on furiously at university centers 
but at first failed to produce more than a list of Boy 
Scout maxims: A good leader was kind, courteous, 
loyal, courageous, etc. We suspected as much. How- 
ever, the studies did turn up a distinction between 
“consideration,” or employee-centered aspects of lead- 
ership, and job-centered, technical aspects labeled 
‘Gnitiating structure.” Both were important, but the 
former received most of the attention and the latter 
went undeveloped. The former led directly to an 
examination of group processes, an investigation that 
has culminated in T-group programs and is moving 
forward still with encounter groups. Meanwhile, in 
England, the Tavistock Institute sensed the importance 
of the influence of the kind of task a group had to 
perform on the social relations within the group. The 
first important study, conducted among coal miners, 
showed that job simplification and specialization did 
not work under conditions of uncertainty and nonrou- 
tine tasks. 

As this work flourished and spread, more adventur- 
ous theorists began to extend it beyond work groups to 
organizations as a whole. We now knew that there 
were a number of things that were bad for the morale 
and loyalty of groups—routine tasks, submission to 
authority, specialization of task, segregation of task 
sequence, ignorance of the goals of the firm, centralized 
decision making, and so on. If these were bad for 
groups, they were likely to be bad for groups of 
groups—1.e., for organizations. So people like Warren 
Bennis began talking about innovative, rapidly chang- 
ing organizations that were made up of temporary 
leadership and role assignments, and democratic access 
to the goals of the firm. If rapidly changing tech- 
nologies and unstable, turbulent environments were to 
characterize industry, then the structure of firms 
should be temporary and decentralized. The forces of - 
light, of freedom, autonomy, change, humanity, crea- 
tivity, and democracy were winning. Scientific man- 
agement survived only in outdated text books. If the 
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evangelizing of some of the human relations school 
theorists were excessive, and, if Likert’s System 4, or 
MacGregor’s Theory Y, or Blake’s 9 X 9 evaded us, 
at least there was a rationale for the confusion, 
disorganization, scrambling, and stress: Systems should 
be temporary. 


Bureaucracy’s Comeback 


Meanwhile, in another part of the management forest, 
the mechanistic school was gathering its forces and 
preparing to outflank the forces of light. First came the 
numbers men—the linear programmers, the budget 
experts, and the financial analysts—with their PERT 
systems and cost-benefit analyses. From another world, 
unburdened by most of the scientific management 
ideology and untouched by the human relations school, 
they began to parcel things out and give some meaning 
to those truisms, “plan ahead” and “keep records.” 
Armed with emerging systems concepts, they carried 
the “mechanistic” analogy to its fullest—and it was 
very productive. Their work still goes on, largely 
untroubled by organizational theory; the theory, it 
seems clear, will have to adjust to them, rather than the 
other way around. 

Then the words of Max Weber, first translated from 
the German in the 1940s—he wrote around 1910, 
incredibly —began to find their way into social science 
thought. At first, with his celebration of the efficiency 
of bureaucracy, he was received with only reluctant 
respect, and even with hostility. All writers were 
against bureaucracy. But it turned out, surprisingly, 
that managers were not. When asked, they acknowl- 
edge that they preferred clear lines of communication, 
clear specifications of authority and responsibility, and 
clear knowledge of whom they were responsible to. 
They were as wont to say “there ought to be a rule 
about this,” as to say “there are too many rules around 
here,” as wont to say “next week we've got to get 
organized,” as to say “there is too much red tape.” 
Gradually studies began to show that bureaucratic 
organizations could change faster than nonbureaucratic 
ones, and that morale could be higher where there was 
clear evidence of bureaucracy. 

What was this thing, then? Weber had showed us, 
for example, that bureaucracy was the most effective 
way of ridding organizations of favoritism, arbitrary 


authority, discrimination, payola, and kickbacks, and, 
yes, even incompetence. His model stressed expertise, 
and the favorite or the boss’s nephew or the guy who 
burned up resources to make his performance look 
good was not the one with expertise. Rules could be 
changed; they could be dropped in exceptional cir- 
cumstances; job security promoted more innovation. 
The sins of bureaucracy began to look like the sins of 
failing to follow its principles. 


Enter Power, Conflict, and Decisions 


But another discipline began to intrude upon the 
confident work and increasingly elaborate models of 
the human relations theorists (largely social psycholo- 
gists) and the uneasy toying with bureaucracy of the 
“structionalists” (largely sociologists). Both tended to 
study economic organizations. A few, like Philip 
Selznick, were noting conflict and differences in goals 
(perhaps because he was studying a public agency, the 
Tennessee Valley Authority), but most ignored con- 
flict or treated it as a pathological manifestation of 
breakdowns in communication or the ego trips of 
unreconstructed managers. 

But in the world of political parties, pressure groups, 
and legislative bodies, conflict was not only rampant, 
but to be expected—it was even functional. This was 
the domain of the political scientists. They kept talking 
about power, making it a legitimate concern for 
analysis. There was an open acknowledgment of 
“manipulation.” These were political scientists who 
were “behaviorally” inclined—studying and recording 
behavior rather than constitutions and formal systems 
of government—and they came to a much more 
complex view of organized activity. It spilled over into 
the area of economic organizations, with the help of 
some economists like R. A. Gordon and some so- 
ciologists who were studying conflicting goals of 
treatment and custody in prisons and mental hospitals. 

The presence of legitimately conflicting goals and 
techniques of preserving and using power did not, of 


course, sit well with a cooperative systems view of 


organizations. But it also puzzled the bureaucratic 
school (and what was left of the old scientific manage- 
ment school), for the impressive Weberian principles 
were designed to settle questions of power through 
organizational design and to keep conflict out through 
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reliance on rational-legal authority and systems of 
careers, expertise, and hierarchy. But power was being 
overtly contested and exercised in covert ways, and 
conflict was bursting out all over, and even being 
creative. 

Gradually, in the second half of the 1950s and in the 
next decade, the political-science view infiltrated both 
schools. Conflict could be healthy, even in a coopera- 
tive system, said the human relationists; it was the 
mode of resolution that counted, rather than preven- 
tion. Power became reconceptualized as “influence,” 
and the distribution was less important, said Arnold 
Tannenbaum, than the total amount. For the bureau- 
cratic school—never a clearly defined group of people, 
and largely without any clear ideology —it was easier to 
just absorb the new data and theories as something else 
to be thrown into the pot. That is to say, they 
floundered, writing books that went from topic to 
topic, without a clear view of organizations, or better 
yet, producing “readers” and leaving students to sort it 
all out. 

Buried in the political-science viewpoint was a 
sleeper that only gradually began to undermine the 
dominant views. This was the idea, largely found in the 
work of Herbert Simon and James March, that because 
man was so limited—in intelligence, reasoning powers, 
information at his disposal, time available, and means of 
ordering his preferences clearly—he generally seized 
on the first acceptable alternative when deciding, 
rather than looking for the best; that he rarely changed 
things unless they really got bad, and even then he 
continued to try what had worked before; that he 
limited his search for solutions to well-worn paths and 
traditional sources of information and established ideas; 
that he was wont to remain preoccupied with routine, 
thus preventing innovation. They called these charac- 
teristics “cognitive limits on rationality” and spoke of 
“satisficing” rather than maximizing or optimizing. It is 
now called the “decision making” school, and is 
concerned with the basic question of how people make 
decisions. 

This view had some rather unusual implications. It 
suggested that if managers were so limited, then they 
could be easily controlled. What was necessary was not 
to give direct orders (on the assumption that subordi- 
nates were idiots without expertise) or to leave them to 


their own devices (on the assumption that they were 
supermen who would somehow know what was best 
for the organization, how to coordinate with all the 
other supermen, how to anticipate market changes, 
etc.). It was necessary to control only the premises of 
their decisions. Left to themselves, with those premises 
set, they could be predicted to rely on precedent, keep 
things stable and smooth, and respond to signals that 
reinforce the behavior desired of them. 

To control the premises of decision making, March 
and Simon outline a variety of devices, all of which are 
familiar to you, but some of which you may not have 
seen before in quite this light. For example, organiza- 
tions develop vocabularies, and this means that certain 
kinds of information are highlighted, and others are 
screened out—just as Eskimos (and skiers) distinguish 
many varieties of snow, while Londoners see only one. 
This is a form of attention-directing. Another is the 
reward system. Change the bonus for salesmen and 
you can shift them from volume selling to steady- 
account selling, or to selling quality products or new 
products. If you want to channel good people into a 
different function (because, for example, sales should 
no longer be the critical functions as the market 
changes, but engineering applications should), you 
may have to promote mediocre people in the 
unrewarded function in order to signal to the good 
people in the rewarded one that the game has changed. 
You cannot expect most people to make such decisions 
on their own because of the cognitive limits on their 
rationality, nor will you succeed by giving direct 
orders, because you yourself probably do not know 
whom to order where. You presume that once the 
signals are clear and the new sets of alternatives are 
manifest, they have enough ability to make the decision 
but you have had to change the premises for their 
decisions about their career lines. 

It would take too long to go through the dozen or so 
devices, covering a range of decision areas (March and 
Simon are not that clear or systematic about them, 
themselves, so | have summarized them in my own 
book), but I think the message is clear. 

It was becoming clear to the human relations school, 
and to the bureaucratic school. The human relationists 
had begun to speak of changing stimuli rather than 
changing personality. They had begun to see that the 
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rewards that can change behavior can well be prestige, 
money, comfort, etc., rather than trust, openness, 
self-insight, and so on. The alternative to supportive 
relations need not be punishment, since behavior can 
best be changed by rewarding approved behavior 
rather than by punishing disapproved behavior. They 
were finding that although leadership may be central- 
ized, it can function best through indirect and unob- 
trusive means such as changing the premises on which 
decisions are made, thus giving the impression that the 
subordinate is actually making a decision when he has 
only been switched to a different set of alternatives. 
The implications of this work were also beginning to 
filter into the human relations school, through an 
emphasis on behavioral psychology (the modern ver- 
sion of the much maligned stimulus-response school) 
that was supplanting personality theory (Freudian in 
its roots, and drawing heavily, in the human relations 
school, on Maslow). 

For the bureaucratic school, this new line of thought 
reduced the heavy weight placed upon the bony 
structure of bureaucracy by highlighting the muscle 
and flesh that make these bones move. A single chain of 
command, precise division of labor, and clear lines of 
communication are simply not enough in themselves. 
Control can be achieved by using alternative com- 
munication channels, depending on the situation; by 
increasing or decreasing the static or “noise” in the 
system; by creating organizational myths and organi- 
zational vocabularies that allow only selective bits of 
information to enter the system; and through monitor- 
ing performance through indirect means rather than 
direct surveillance. Weber was all right for a starter, 
but organizations had changed vastly, and the leaders 
needed many more means of control and more subtle 
means of manipulation than they did at the turn of the 
century. 


The Technological Qualification 


By now the forces of darkness and forces of light had 
moved respectively from midnight and noon to about 4 
A.M. and 8 p.m. But any convergence or resolution 
would have to be on yet new terms, for soon after 
the political-science tradition had begun to infiltrate the 
established schools, another blow struck both of the 
major positions. Working quite independently of the 


Tavistock Group, with its emphasis on sociotechnical 
systems, and before the work of Burns and Stalker on 
mechanistic and organic firms, Joan Woodward was 
trying to see whether the classical scientific principles 
of organization made any sense in her survey of a 
hundred firms in South Essex. She tripped and stum- 
bled over a piece of gold in the process. She picked up 
the gold, labeled it “technology,” and made sense out 
of her otherwise hopeless data. Job-shop firms, mass- 
production firms, and continuous-process firms all had 
quite different structures because the type of tasks, or 
the “technology,” was different. Somewhat later, re- 
searchers in America were coming to very similar 
conclusions based on studies of hospitals, juvenile 
correctional institutions, and industrial firms. Bureauc- 
racy appeared to be the best form of organization for 
routine operations; temporary work groups, decen- 
tralization, and emphasis on interpersonal processes 
appeared to work best for nonroutine operations. A 
raft of studies appeared and are still appearing, all 
trying to show how the nature of the task affects the 
structure of the organization. 

This severely complicated things for the human 
relations school, since it suggested that openness and 
trust, while good things in themselves, did not have 
much impact, or perhaps were not even possible in 
some kinds of work situations. The prescriptions that 
were being handed out would have to be drastically 


; qualified. What might work for nonroutine, high- 


status, interesting, and challenging jobs performed by 
highly educated people might not be relevant or even 
beneficial for the vast majority of jobs and people. 

It also forced the upholders of the revised bureau- 
cratic theory to qualify their recommendations, since 
research and development units should obviously be 
run differently from mass-production units, and the 
difference between both of these and highly pro- 
grammed and highly sophisticated continuous-process 
firms was obscure in terms of bureaucratic theory. But 
the bureaucratic school perhaps came out on top, 
because the forces of evil—authority, structure, divi- 
sion of labor, etc.—no longer looked evil, even if they 
were not applicable to a minority of industrial units. 

The emphasis on technology raised other questions, 
however. A can company might be quite routine, and a 
plastics division nonroutine, but there were both 
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routine and nonroutine units within each. How should 
they be integrated if the prescription were followed 
that, say, production should be bureaucratized and 
R&D not? James Thompson began spelling out dif- 
ferent forms of interdependence among units in orga- 
nizations, and Paul Lawrence and Jay Lorsch looked 
closely at the nature of integrating mechanisms. 
Lawrence and Lorsch found that firms performed best 
when the differences between units were maximized 
(in contrast to both the human relations and the 
bureaucratic school), as long as the integrating mecha- 
nisms stood halfway between the two—being neither 
strongly bureaucratic nor nonroutine. They also noted 
that attempts at participative management in routine 
situations were counterproductive, that the environ- 
ments of some kinds of organizations were far from 
turbulent and customers did not want innovations and 
changes, that cost reduction, price and efficiency were 
trivial considerations in some firms, and so on. The 
technical insight was demolishing our comfortable 
truths right and left. They were also being questioned 
from another quarter. 


Enter Goals, Environments, and Systems 


The final seam was being mined by the sociologists 
while all this went on. This was the concern with 
organizational goals and the environment. Borrowing 
from the political scientists to some extent, but pushing 
ahead on their own, this “institutional school’”’ came to 
see that goals were not fixed; conflicting goals could be 
pursued simultaneously, if there were enough slack 
resources, or sequentially (growth for the next four 
years, then cost-cutting and profit-taking for the next 
four); that goals were up for grabs in organizations, and 
units fought over them. Goals were, of course, not 
what they seemed to be, the important ones were quite 
unofficial; history played a big role; and assuming profit 
as the preeminent goal explained almost nothing about 
a firm’s behavior. 

They also did case studies that linked the organiza- 
tion to the web of influence of the environment; that 
showed how unique organizations were in many 
respects (so that, once again, there was no one best way 
to do things for all organizations); how organizations 
were embedded in their own history, making change 
difficult. Most striking of all, perhaps, the case studies 


revealed that the stated goals usually were not the real 
ones; the official leaders usually were not the real ones; 
the official leaders usually were not the powerful ones; 
claims of effectiveness and efficiency were deceptive or 
even untrue; the pubic interest was not being served, 
political influences were pervasive; favoritism, discrim- 
ination, and sheer corruption were commonplace. The 
accumulation of these studies presented quite a pill for 
either the forces of light or darkness to swallow, since it 
was hard to see how training sessions or interpersonal 
skills were relevant to these problems, and it was also 
clear that the vaunted efficiency of bureaucracy was 
hardly in evidence. What could they make of this wad 
of case studies? 

We are still sorting it out. In one sense, the 
Weberian model is upheld because organizations are 
not, by nature, cooperative systems; top managers must 
exercise a great deal of effort to control them. But if 
organizations are tools in the hands of leaders, they may 
be very recalcitrant ones. Like the broom in the story 
of the sorcerer’s apprentice, they occasionally get out 
of hand. If conflicting goals, bargaining, and unofficial 
leadership exists, where is the structure of Weberian 
bones and Simonian muscle? To what extent are 
organizations tools, and to what extent are they 
products of the varied interests and group strivings of 
their members? Does it vary by organization, in terms 
of some typological alchemy we have not discovered? 
We don’t know. But at any rate, the bureaucratic 
model suffers again; it simply has not reckoned on the 
role of the environment. There are enormous sources 
of variations that the neat, though by now quite 
complex, neo-Weberian model could not account for. 

The human relations model has also been badly sha- 
ken by the findings of the institutional school, for it was 
wont to assume that goals were given and unproble- 
matical, and that anything that promoted harmony and 
efficiency for an organization also was good for society. 
Human relationists assumed that the problems created 
by organizations were largely limited to the psycho- 
logical consequences of poor interpersonal relations 
within them, rather than their impact on the environ- 
ment. Could the organization really promote the 
psychological health of its members when by necessity 
it had to define psychological health in terms of the 
goals of the organization itself? The neo-Weberian 
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model at least called manipulation “manipulation” 
and was skeptical of claims about autonomy and self- 
realization. 

But on one thing all the varied schools of organiza- 
tional analysis now seemed to be agreed: organizations 
are systems—indeed, they are open systems. As the 
growth of the field has forced ever more variables into 
our consciousness, flat claims of predictive power are 
beginning to decrease and research has become bewil- 
deringly complex. Even consulting groups need more 
than one or two tools in their kit bag as the software 
multiplies. 

The systems view 1s intuitively simple. Everything is 
related to everything else, though in uneven degrees of 
tension and reciprocity. Every unit, organization, de- 
partment, or work group takes in resources, transforms 
them, and sends them out, and thus interacts with the 
larger system. The psychological, sociological, and 
cultural aspects of units interact. The systems view was 
explicit in the institutional work, since they tried to 
study whole organizations; it became explicit in the 
human relations school, because they were so con- 
cerned with the interactions of people. The political 
science and technology viewpoints also had to come to 
this realization, since they deal with parts affecting each 
other (sales affecting production; technology affecting 
structure). 

But as intuitively simple as it is, the systems view has 
been difficult to put into practical use. We still find 
ourselves ignoring the tenets of the open-systems view, 
possibly because of the cognitive limits on our rational- 
ity. General systems theory itself had not lived up to its 
heady predictions; it remains rather nebulous. But at 
least there is a model for calling us to account and for 
stretching our minds, our research tools, and our 
troubled nostrums. 


Some Conclusions 


Where does all this leave us? We might summarize the 
prescriptions and proscriptions for management very 
roughly as follows: 


1. A great deal of the “variance” in a firm’s behavior 
depends on the environment. We have become more 
realistic about the limited range of change that can be 
induced through internal efforts. The goals of organi- 


zations, including those of profit and efficiency, vary 
greatly among industries and vary systematically by 
industries. This suggests that the impact of better 
management by itself will be limited, since so much 
will depend on market forces, competition, legislation, 
nature of the work force, available technologies and 
innovations, and so on. Another source of variation 1s, 
obviously, the history of the firm and its industry and 
its traditions. 


2. A fair amount of variation in both firms and 
industries 1s due to the type of work done in the 
organization—the technology. We are now fairly 
confident in recommending that if work is predictable 
and routine, the necessary arrangement for getting the 
work done can be highly structured, and one can use a 
good deal of bureaucratic theory in accomplishing this. 
If it is not predictable, if it is nonroutine and there 1s a 
good deal of uncertainty as to how to do a job, then one 
had better utilize the theories that emphasize auton- 
omy, temporary groups, multiple lines of authority and. 
communications, and so on. We also know that this 
distinction is important when organizing different 
parts of an organization. 

Weare also getting a grasp on the question of what 
is the most critical function in different types of 
organizations. For some organizations, it is production; 
for others, marketing; for still others, development. 
Furthermore, firms go through phases whereby the 
initial development of a market or a product or 
manufacturing process or accounting scheme may 
require a nonbureaucratic structure, but once it comes 
on stream, the structure should change to reflect the 
changed character of the work. 


3. In keeping with this, management should be advised 
that the attempt to produce change in an organization 
through managerial grids, sensitivity training, and even 
job enrichment and job enlargement is likely to be 
fairly ineffective for all but a few organizations. The 
critical reviews of research in all these fields show that 
there is no scientific evidence to support the claims of 
the proponents of these various methods; that research 
has told us a great deal about social psychology, but 
little about how to apply the highly complex findings to 
actual situations. The key word is selectivity: We have 
no broad-spectrum antibiotics for interpersonal rela- 
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tions. Of course, managers should be sensitive, decent, 
kind, courteous, and courageous, but we have known 
that for some time now, and beyond a minimal 
threshold level, the payoff is hard to measure. The 
various attempts to make work and interpersonal 
relations more humane and stimulating should be 
applauded, but we should not confuse this with solving 
problems of structure, or as the equivalent of decen- 
tralization or participatory democracy. 


4. The burning cry in all organizations is for “good 
leadership,” but we have learned that beyond a thresh- 
old level of adequacy it is extremely difficult to know 
what good leadership is. The hundreds of scientific 
studies of this phenomenon come to one general 
conclusion: Leadership is highly variable or “contin- 
gent” upon a large variety of important variables such 
as nature of task, size of the group, length of time the 
group has existed, type of personnel within the group 
and their relationships with each other, and amount of 
pressure the group is under. It does not seem likely that 
we'll be able to devise a way to select the best leader for 
a particular situation. Even if we could, that situation 
would probably change in a short time and thus would 
require a somewhat different type of leader. 
Furthermore, we are beginning to realize that 
leadership involves more than smoothing the paths of 
human interaction. What has rarely been studied in 
this area is the wisdom or even the technical adequacy 
of a leader’s decision. A leader does more than lead 
people; he also makes decisions about the allocation of 
resources, type of technology to be used, the nature of 
the market, and so on. This aspect of leadership 
remains very obscure, but it is obviously crucial. 


5. If we cannot solve our problems through good 
human relations or through good leadership, what are 
we then left with? The literature suggests that chang- 
ing the structures of organizations might be the most 


effective and certainly the quickest and cheapest 
method. However, we are now sophisticated enough to 
know that changing the formal structure by itself is not 
likely to produce the desired changes. In addition, one 
must be aware of a large range of subtle, unobtrusive, 
and even covert processes and change devices that 
exist. If inspection procedures are not working, we are 
now unlikely to rush in with sensitivity training, nor 
would we send down authoritative communications 
telling people to do a better job. We are more likely to 
find out where the authority really lies, whether the 
degree of specialization is adequate, what the rules and 
regulations are, and so on, but even this very likely will 
not be enough. 

According to the neo-Weberian bureaucratic model 
(it has been influenced by work on decision making 
and behavioral psychology), we should find out how to 
manipulate the reward structure, change the premises 
of the decision makers through finer controls on the 
information received and the expectations generated, 
search for interdepartmental conflicts that prevent 
better inspection procedures from being followed, and 
after manipulating these variables, sit back and wait for 
two or three months for them to take hold. This is 
complicated and hardly as dramatic as many of the 
solutions currently being peddled, but I think the 
weight of organizational theory is in its favor. 

We have probably learned more, over several de- 
cades of research and theory, about the things that do 
not work (even though some of them obviously should 
have worked) than we have about things that do work. 
On balance, this is an important gain and should not 
discourage us. As you know, organizations are ex- 
tremely complicated. To have as much knowledge as 
we do have in a fledgling discipline that has had to 
borrow from the diverse tools and concepts of psy- 
chology, sociology, economics, engineering, biology, 
history, and even anthropology is not really so bad. 


STRATEGIES FOR STUDYING ORGANIZATIONS 


JAMES D. THOMPSON 


Complex organizations—manufacturing firms, hospi- 
tals, schools, armies, community agencies—are ubiqui- 
tous in modern societies, but our understanding of 
them is limited and segmented. 

The fact that impressive and sometimes frightening 
consequences flow from organizations suggests that 
some individuals have had considerable insight into 
these social instruments. But insight and private expe- 
riences may generate private understandings without 
producing a public body of knowledge adequate for the 
preparation of a next generation of administrators, for 
designing new styles of organizations for new pur- 
poses, for controlling organizations, or for appreciation 
of distinctive aspects of modern societies. 

What we know or think we know about complex 
organizations is housed in a variety of fields or dis- 
ciplines, and communication among them more nearly 
resembles a trickle than a torrent (Dill, 1964; March, 
1965). Although each of the several schools has its 
unique terminology and special heroes, Gouldner 
(1959) was able to discern two fundamental models 
underlying most of the literature. He labeled these the 
“rational” and “natural-system” models of organiza- 
tions, and these labels are indeed descriptive of the 
results. 

To Gouldner’s important distinction we wish to add 
the notion that the rational model results from a 
closed-system strategy for studying organizations, and 
that the natural-system model flows from an open- 
system strategy. 


CLOSED-SYSTEM STRATEGY 


The Search for Certainty 
If we wish to predict accurately the state a system will 


be in presently, it helps immensely to be dealing with a 
determinate system. As Ashby observes (1956), fixing 


the present circumstances of a determinate system will 
determine the state it moves to next, and since such a 
system cannot go to two states at once, the transfor- 
mation will be unique. 

Fixing the present circumstances requires, of course, 
that the variables and relationships involved be few 
enough for us to comprehend and that we have control 
over or can reliably predict all of the variables and 
relations. In other words, it requires that the system be 
closed or, if closure is not complete, that the outside 
forces acting on it be predictable. 

Now if we have responsibility for the future states or 
performance of some system, we are likely to opt for a 
closed system. Bartlett’s (1958) research on mental 
processes, comparing “adventurous thinking” with 
“thinking in closed systems,” suggests that there are 
strong human tendencies to reduce various forms of 
knowledge to the closed-system variety, to rid them of 
all ultimate uncertainty. If such tendencies appear in 
puzzle-solving as well as in everyday situations, we 
would especially expect them to be emphasized when 
responsibility and high stakes are added. 

Since much of the literature about organizations has 
been generated as a by-product of the search for 
improved efficiency or performance, it is not surprising 
that it employs closed-system assumptions—employs 
the rational model—about organizations. Whether we 
consider scientific management (Taylor, 1911), admin- 
istrative management (Gulick and Urwick, 1937), or 
bureaucracy (Weber, 1947), the ingredients of the 
organization are deliberately chosen for their necessary 
contribution to a goal, and the structures established 
are those deliberately intended to attain highest effi- 
ciency. 


Three Schools in Caricature 


Scientific management, focused primarily on man- 
ufacturing or similar production activities, clearly 
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employs economic efficiency as its ultimate criterion, 
and seeks to maximize efficiency by planning proce- 
dures according to a technical logic, setting standards, 
and exercising controls to ensure conformity with 
standards and thereby with the technical logic. Scien- 
tific management achieves conceptual closure of the 
organization by assuming that goals are known, tasks 
are repetitive, output of the production process some- 
how disappears, and resources in uniform qualities are 
available. 

Administrative-management literature focuses on 
structural relationships among production, personnel, 
supply, and other service units of the organization; and 
again employs as the ultimate criterion economic 
efficiency. Here efficiency is maximized by specializing 
tasks and grouping them into departments, fixing 
responsibility according to such principles as span of 
control or delegation, and controlling action to plans. 
Administrative management achieves closure by as- 
suming that ultimately a master plan is known, against 
which specialization, departmentalization, and control 
are determined. Administrative management also as- 
sumes that production tasks are known, that output 
disappears, and that resources are automatically avail- 
able to the organization. 

Bureaucracy also follows the pattern noted above, 
focusing on staffing and structure as means of handling 
clients and disposing of cases. Again the ultimate 
criterion is efficiency, and this time it is maximized by 
defining offices according to jurisdiction and place in a 
hierarchy, appointing experts to offices, establishing 
rules for categories of activity, categorizing cases or 
clients, and then motivating proper performance of 
expert officials by providing salaries and patterns for 
career advancement. Bureaucratic theory also employs 
the closed system of logic. Weber saw three holes 
through which empirical reality might penetrate the 
logic, but in outlining his “pure type” he quickly 
plugged these holes. Policymakers, somewhere above 
the bureaucracy, could alter the goals, but the implica- 
tions of this are set aside. Human components—the 
expert officeholders—might be more complicated, but 
bureaucratic theory handles this by divorcing the 
individual’s private life from his life as an officeholder 
through the use of rules, salary, and career. Finally, 


bureaucratic theory takes note of the outsiders—clien- 
tele—but nullifies their effects by depersonalizing and 
categorizing clients. 

It seems clear that the rational-model approach uses a 
closed-system strategy. It also seems clear that the 
developers of the several schools using the rational 
model have been primarily students of performance or 
efficiency, and only incidentally students of organiza- 
tions. Having focused on control of the organization as 
a target, each employs a closed system of logic and 
conceptually closes the organization to coincide with 
that type of logic, for this elimination of uncertainty is 
the way to achieve determinateness. The rational 
model of an organization results in everything being 
functional—making a positive, indeed an optimum, 
contribution to the overall result. All resources are 
appropriate resources, and their allocation fits a master 
plan. All action is appropriate action, and its outcomes 
are predictable. 

It is no accident that much of the literature on the 
management or administration of complex organiza- 
tions centers on the concepts of planning or controlling. 
Nor is it any accident that such views are dismissed by 
those using the open-system strategy. 


OPEN-SYSTEM STRATEGY 


The Expectation of Uncertainty 


If, instead of assuming closure, we assume that a system 
contains more variables than we can comprehend at 
one time, or that some of the variables are subject to 
influences we cannot control or predict, we must resort 
to a different sort of logic. We can, if we wish, assume 
that the system is determinate by nature, but that it is 
our incomplete understanding which forces us to 
expect surprise or the intrusion of uncertainty. In this 
case we can employ a natural-system model. 
Approached as a natural system, the complex orga- 
nization is a set of interdependent parts which together 
make up a whole because each contributes something 
and receives something from the whole, which in turn 
is interdependent with some larger environment. Sur- 
vival of the system is taken to be the goal, and the parts 
and their relationships presumably are determined 
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through evolutionary processes. Dysfunctions are con- 
ceivable, but it is assumed that an offending part will 
adjust to produce a net positive contribution or be 
disengaged, or else the system will degenerate. 

Central to the natural-system approach is the con- 
cept of homeostasis, or self-stabilization, which sponta- 
neously, or naturally, governs the necessary relation- 
ships among parts and activities and thereby keeps the 
system viable in the face of disturbances stemming 
from the environment. 


Two Examples in Caricature 


Study of the informal organization constitutes one 
example of research in complex organizations using the 
natural-system approach. Here attention is focused on 
variables which are not included in any of the rational 
models—sentiments, cliques, social controls via infor- 
mal norms, status and status striving, and so on. It 1s 
clear that students of informal organization regard 
these variables not as random deviations or error, but as 
patterned, adaptive responses of human beings in 
problematic situations (Roethlisberger and Dickson, 
1939). In this view the informal organization is a 
spontaneous and functional development, indeed a 
necessity, in complex organizations, permitting the 
system to adapt and survive. 

A second version of the natural-system approach 1s 
more global but less crystallized under a label. This 
school views the organization as a unit in interaction 
with its environment, and its view was perhaps most 
forcefully expressed by Chester Barnard (1938) and 
by the empirical studies of Selznick (1949) and Clark 
(1956). This stream of work leads to the conclusion 
that organizations are not autonomous entities; instead, 
the best laid plans of managers have unintended 
consequences and are conditioned or upset by other 
social units—other complex organizations or publics— 
on whom the organization is dependent. 

Again it is clear that in contrast to the rational-model 
approach, this research area focuses on variables not 
subject to complete control by the organization and 
hence not contained within a closed system of logic. It 
is also clear that students regard interdependence of 
organization and environment as inevitable or natural, 
and as adaptive or functional. 


CHOICE OR COMPROMISE? 


The literature about organizations, or at least much of 
it, seems to fall into one of the two categories, each of 
which at best tends to ignore the other and at worse 
denies the relevance of the other. The logics associated 
with each appear to be incompatible, for one avoids 
uncertainty to achieve determinateness, while the 
other assumes uncertainty and indeterminateness. Yet 
the phenomena treated by each approach, as distinct 
from the explanations of each, cannot be denied. 

Viewed in the large, complex organizations are often 
effective instruments for achievement, and_ that 
achievement flows from planned, controlled action. In 
every sphere—educational, medical, industrial, com- 
mercial, or governmental—the quality or costs of goods 
or services may be challenged and questions may be 
raised about the equity of distribution within the 
society of the fruits of complex organizations. Sull 
millions live each day on the assumption that a 
reasonable degree of purposeful, effective action will be 
forthcoming from the many complex organizations on 
which they depend. Planned action, not random be- 
havior, supports our daily lives. Specialized, controlled, 
patterned action surrounds us. 

There can be no question but that the rational model 
of organizations directs our attention to important 
phenomena—to important “truth” in the sense that 
complex organizations viewed in the large exhibit some 
of the patterns and results to which the rational model 
attends, but which the natural-system model tends to 
ignore. But it is equally evident that phenomena 
associated with the natural-system approach also exist 
in complex organizations. There is little room to doubt 
the universal emergence of the informal organization. 
The daily news about labor-management negotiations, 
interagency jurisdictional squabbles, collusive agree- 
ments, favoritism, breaches of contract, and so on, are 
impressive evidence that complex organizations are 
influenced in significant ways by elements of their 
environments, a phenomenon addressed by the natu- 
ral-system approach but avoided by the rational. Yet 
most versions of the natural-system approach treat 
organizational purposes and achievements as peripheral 
matters. 
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It appears that each approach leads to some truth, 
but neither alone affords an adequate understanding of 
complex organizations. Gouldner calls for a synthesis 
of the two models, but does not provide the synthetic 
model. 

Meanwhile, a serious and sustained elaboration of 
Barnard’s work (Simon, 1957a; March and Simon, 
1958; Cyert and March, 1963) has produced a newer 
tradition which evades the closed- versus open-system 
dilemma. 


A NEWER TRADITION 


What emerges from the Simon-March-Cyert stream 
of study is the organization as a problem-facing and 
problem-solving phenomenon. The focus is on organi- 
zational processes related to choice of courses of action 
in an environment which does not fully disclose the 
alternatives available or the consequences of those 
alternatives. In this view, the organization has limited 
capacity to gather and process information or to predict 
consequences of alternatives. To deal with situations of 
such great complexity, the organization must develop 
processes for searching and learning, as well as for 
deciding. The complexity, if fully faced, would over- 
whelm the organization, hence it must set limits to its 
definitions of situations; it must make decisions in 
bounded rationality (Simon, 1957b). This requirement 
involves replacing the maximum-efficiency criterion 
with one of satisfactory accomplishment, decision 
making now involving satisficing rather than maximiz- 
ing (Simon, 1957b). 

These are highly significant notions, and it will 
become apparent that this book seeks to extend this 
“newer tradition.” The assumptions it makes are 
consistent with the open-system strategy, for it holds 
that the processes going on within the organization are 
significantly affected by the complexity of the organi- 
zation’s environment. But this tradition also touches on 
matters important in the closed-system strategy: per- 
formance and deliberate decisions. 

But despite what seem to be obvious advantages, the 
Simon-March-Cyert stream of work has not entirely 
replaced the more extreme strategies, and we need to 


ask why so many intelligent men and women in a 
position to make the same observations we have been 
making should continue to espouse patently incomplete 
views of complex organizations. 


The Cutting Edge of Uncertainty 


Part of the answer to that question undoubtedly lies in 
the fact that supporters of each extreme strategy have 
had different purposes in mind, with open-system 
strategists attempting to understand organizations per 
se, and closed-system strategists interested in organi- 
zations mainly as vehicles for rational achievements. 
Yet this answer does not seem completely satisfactory, 
for these students could not have been entirely un- 
aware of the challenges to their assumptions and 
beliefs. 

We can suggest now that rather than reflecting 
weakness in those who use them, the two strategies 
reflect something fundamental about the cultures sur- 
rounding complex organizations—the fact that our 
culture does not contain concepts for simultaneously 
thinking about rationality and indeterminateness. 
These appear to be incompatible concepts, and we 
have no ready way of thinking about something as 
half-closed, half-rational. One alternative, then, is the 
closed-system approach of ignoring uncertainty to see 
rationality; another is to ignore rational action in order 
to see spontaneous processes. [he newer tradition with 
its focus on organizational coping with uncertainty is 
indeed a major advance. It is notable that the treatment 
by Crozier (1964) starts from the bureaucratic posi- 
tion but focuses on coping with uncertainty as its major 
topic. 

Yet in directing our attention to processes for 
meeting uncertainty, Simon, March, and Cyert may 
lead us to overlook the useful knowledge amassed by 
the older approaches. If the phenomena of rational 
models are indeed observable, we may want to incor- 
porate some elements of those models; and if natural- 
system phenomena occur, we should also benefit from 
the relevant theories. For our purposes, then, we will 
conceive of complex organizations as open systems, hence 
indeterminate and faced with uncertainty, but at the same 
time as subject to criteria of rationality and hence needing 
determinateness and certainty. 
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THE LOCATION OF PROBLEMS 


Asa starting point, we will suggest that the phenomena 
associated with open- and closed-system strategies are 
not randomly distributed through complex organiza- 
tions, but instead tend to be specialized by location. ‘To 
introduce this notion we will start with Parsons’ 
(1960) suggestion that organizations exhibit three 
distinct levels of responsibility and control—technical, 
managerial, and institutional. 

_ In this view, every formal organization contains a 
suborganization whose “problems” are focused around 
effective performance of the technical funetion—the 
conduct of classes by teachers, the processing of in- 
come tax returns and the handling of recalcitrants by 
the bureau, the processing of material and supervision 
of these operations in the case of physical production. 
The primary exigencies to which the technical subor- 
ganization is oriented are those imposed by the nature 
of the technical task, such as the materials which must 
be processed and the kinds of cooperation of different 
people required to get the job done effectively. 

The second level, the managerial, services the tech- 
nical suborganization by 1. mediating between the 
technical suborganization and those who use its prod- 
ucts—the customers, pupils, and so on—and 2. procur- 
ing the resources necessary for carrying out the 
technical functions. The managerial level controls, or 
administers, the technical suborganization (although 
Parsons notes that its control is not unilateral) by 
deciding such matters as the broad technical task which 
is to be performed, the scale of operations, employment 
and purchasing policy, and so on. 

Finally, in the Parsons formulation, the organization 
which consists of both technical and managerial subor- 
ganizations is also part of a wider social system which is 
the source of the “meaning,” legitimation, or higher- 
level support which makes the implementation of the 
organization’s goals possible. In terms of “formal” 
controls, an organization may be relatively indepen- 
dent; but in terms of the meaning of the functions 
performed by the organization and hence of its 
“rights” to command resources and to subject its 
customers to discipline, it is never wholly independent. 
This overall articulation of the organization and the 


institutional structure and agencies of the community 1s 
the function of the third, or institutional, level of the 
organization. 

Parsons’ distinction of the three levels becomes more 
significant when he points out that at each of the two 
points of articulation between them there is a gualita- 
tive break in the simple continuity of “line” authority 
because the functions at each level are qualitatively 
different. Those at the second level are not simply 
lower-order spellings-out of the top-level functions. 
Moreover, the articulation of levels and of functions 
rests on a two-way interaction, with each side, by 
withholding its important contribution, in a position to 
interfere with the functioning of the other and of the 
larger organization. 

If we now reintroduce the conception of the com- 
plex organization as an open system subject to criteria 
of rationality, we are in a position to speculate about 
some dynamic properties of organizations. As we 
suggested, the logical model for achieving complete 
technical rationality uses a closed system of logic— 
closed by the elimination of uncertainty. In practice, it 
would seem, the more variables involved, the greater 
the likelihood of uncertainty, and it would therefore be 
advantageous for an organization subject to criteria of 
rationality to remove as much uncertainty as possible 
from its technical core by reducing the number of 
variables operating on it. Hence if both resource- 
acquisition and output-disposal problems—which are 
in part controlled by environmental elements and 
hence to a degree uncertain or problematic—can be 
removed from the technical core, the logic can be 
brought closer to closure, and the rationality, increased. 

Uncertainty would appear to be greatest, at least 
potentially, at the other extreme, the institutional level. 
Here the organization deals largely with elements of 
the environment over which it has no formal authority 
or control. Instead, it is subjected to generalized norms, 
ranging from formally codified law to informal stan- 
dards of good practice, to public authority, or to 
elements expressing the public interest. 

At this extreme the closed system of logic is clearly 
inappropriate. Ihe organization is open to influence by 
the environment (and vice versa) which can change 
independently of the actions of the organization. Here 
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an open system of logic, permitting the intrusion of 
variables penetrating the organization from outside, 
and facing up to uncertainty, seems indispensable. 

If the closed-system aspects of organizations are seen 
most clearly at the technical level, and the open-system 
qualities appear most vividly at the institutional level, it 
would suggest that a significant function of the mana- 
gerial level is to mediate between the two extremes and 
the emphases they exhibit. If the organization must 
approach certainty at the technical level to satisfy its 
rationality criteria, but must remain flexible and adap- 
tive to satisfy environmental requirements, we might 
expect the managerial level to mediate between them, 
ironing out some irregularities stemming from external 
sources, but also pressing the technical core for modifi- 
cations as conditions alter. One exploration of this 
notion was offered in Thompson (1964). 


Possible Sources of Variation 


Following Parsons’ reasoning leads to the expectation 
that differences in technical functions, or technologies, 
cause significant differences among organizations, and 
since the three levels are interdependent, differences in 
technical functions should also make for differences at 
managerial and institutional levels of the organization. 
Similarly, differences in the institutional structures in 
which organizations are imbedded should make for 
significant variations among organizations at all three 
levels. 

Relating this back to the Simon-March-Cyert focus 
on organizational processes of searching, learning, and 
deciding, we can also suggest that while these adaptive 


processes may be generic, the ways in which they 
proceed may well vary with differences in technologies 
or in environments. 


RECAPITULATION 


Most of our beliefs about complex organizations follow 
from one or the other of two distinct strategies. The 
closed-system strategy seeks certainty by incorporat- 
ing only those variables positively associated with goal 
achievement and subjecting them to a monolithic 
control network. The open-system strategy shifts 
attention from goal achievement to survival, and in- 
corporates uncertainty by recognizing organizational 
interdependence with environment. A newer tradition 
enables us to conceive of the organization as an open 
system, indeterminate and faced with uncertainty, but 
subject to criteria of rationality and hence needing 
certainty. 

With this conception the central problem for com- 
plex organizations is one of coping with uncertainty. 
As a point of departure, we suggest that organizations 
cope with uncertainty by creating certain parts specif- 
ically to deal with it, specializing other parts in 
operating under conditions of certainty or near cer- 
tainty. In this case, articulation of these specialized 
parts becomes significant. 

We also suggest that technologies and environments 
are major sources of uncertainty for organizations, and 
that differences in those dimensions will result in 
differences in organizations. 


CONCLUDING STATEMENT 


Well, what do we know about organization theory? Put another way, what ideas, concepts, 
models, theories, or whatever should we use to guide our thinking about organizational 
design? Be assured: all of us who study, manage, or otherwise deal with organizations do in 
fact use some model. The trick is to use one that works. Consider this analogy: the vast 
majority of us use a basic stimulus-response (S-R) model to explain, predict, and affect 
people’s behavior. That is, most of us view people as doing those things for which they are 
positively rewarded. Now there is a wealth of evidence indicating that such a model is too 
simplistic. Nonetheless, most of us behave as if that model is correct. It is difficult to find the 
manager, parent, or teacher who does not use it. In short, most of us assume that people will 
behave in a way that will bring them some sort of need satisfaction. 

Of course, not all people use an‘S-R model in dealing with others. Still, most people do use 
some conception, some “implicit personality theory” (Bonner, 1968). Thus, if a person, P, 
assumes another, QO, is essentially devious and opposed to P’s best interests, P’s behavior 
toward O will reflect that assumption. Observers of and participants in organization and 
administration are no different. So people who study, work in, and design—especially 
design—organizations have some guiding conceptions of the organization. These concep- 
tions tend to be rooted in two sets of assumptions. The first set is about the nature of the 
people who comprise an organization’s membership. The second set is about the nature of 
the organization itself. 

Since this chapter has examined different approaches taken by organization theorists over 
the past several decades, let us consider the two sets of assumptions that characterized those 
approaches. 


ASSUMPTIONS ABOUT WORKERS 


Earlier, Perrow described various approaches that have been important in the evolution of 
organization theory. Each approach has been based on certain assumptions about the nature 
of that social entity called worker. Let us consider them in a roughly chronological order.! 


Classical Theory 


The classicists— Weber (1958), Taylor (1911), Fayol (1949), Mooney and Reiley (1931), 
Gulick and Urwick (1937), to name the significant ones—held several identifiable 
assumptions about the human nature of workers. First, rights of property were considered 
most important, taking precedence over civil rights, for example. This assumption was 
reflected in the relationship between employer and employee. The view was that the 
employer owned real property, whereas employees owned their labor. Upon going to work 
for an organization, employees sold their labor for wages. The employer now owned the 
labor and, as owner, could dispose of it in any way seen fit. 


1. Although we prefer labels slightly different from those used by Perrow, the flow and thrust of our analyses are 
the same. 
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Second, the classicists held what McGregor (1960) came to label a “Theory X”’ set of 
assumptions about people as workers: 


e The worker dislikes work and tries to avoid it. 

e Therefore, workers have to be coerced, threatened, and otherwise controlled by 
management. 

e Such control is acceptable, because the average worker prefers to be directed, wishes to 
avoid responsibility, and in general has little ambition. 


Third, the worker was assumed to be rational; that, is goal directed. As we shall see 
shortly, this assumption of rationality has carried on throughout the development of 
organization theory. However, to the classicists, worker rationality was rather simplistic, 
manifested along the single dimension of economics. In short, the worker was viewed as 
having the sole working objective of income maximization. Management's response to this 
assumption was to design organizational reward schemes that tied workers’ incomes to their 
productivity. The piece-rate system is an illustrative outcome of this approach. 

Finally, the classicists saw no inherent mutuality of interest between employee and 
employer. Mutual interest was created by economics—money became the binding force, 
tying worker and owner together. Owing to the direct relationship between productivity 
and income, the goals of the worker and those of the organization therefore were believed to 
converge. 


Human Relations 


The successors of Elton Mayo and his colleagues also held a number of assumptions about 
workers and employee-employer relationships. First, they did not seriously question that 
the worker was essentially an instrument of production, an instrument to be directed at the 
discretion of management. To be sure, the emphasis on efficiency that pervaded the 
Tayloristic approach to management was missing. Instead, observations, advice, and 
activities of the human relationists—especially the practitioners—were permeated with a 
philosophy of supposed humaneness: the worker is a social being whose needs have to be 
addressed. The humaneness was less than real, of course, because the human relationists’ 
message to management was that satisfying these needs would lead to increased organi- 
zational effectiveness. In short, the message to management was the same as that of the 
classicists: help workers satisfy their needs and productivity will be high. 

This brings us to the second assumption held by the human relationists, an assumption 
proving to be most basic to the whole movement. Like the classicists, proponents of the 
human-relations approach viewed the worker as rational. This rationality, however, was 
assumed to be multidimensional. That is, economic rationality was seen to be only one 
motivational drive among many. Mayo and his human-relationist successors concluded that 
for many workers in many organizational settings, needs for being liked, approved, and 
accepted by others are at least as motivating as economic ones. Although today we recognize 


its general validity, this assertion represented an important departure from the classical view 
of worker motivations.? 


2. Taylor’s (1911: 59) famous description of the ideal worker as phlegmatic and similar mentally to an ox did not 
represent the total complexity of his philosophy, yet it illustrates the popular view that his writings spawned. 
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Another conclusion of the early human-relations studies was that workers attempt to 
satisfy their social needs through participation in interpersonal interaction. The human 
relationists found that such participation occurred mainly through nonformal group mem- 
bership. Thus the traditional administrative view of workers being motivated by economic 
rationality gave way to the observation that workers were motivated at least in part by social 
belonging, and that this motivation was typically satisfied through nonformal group 
membership. 

The assumptions about workers characterizing the human relations movement has been 
nicely summarized by Leavitt (1958a : 291-303): 


1. The worker has a multidimensional motivation structure. 

2. Individual behavior must be explained in terms of the social setting at work. 

3. Worker goals are not always identical to, or even compatible with, organizational goals, 
therefore, workers have to be influenced. 

4. Participation in the decision-making process has a positive effect on morale. 


In brief, proponents of the human relations movement argued that the worker was driven to 
accomplish a variety of goals: economic, social, and self. Further, worker behavior in service 
of these goals was conditioned by the presence, drives, and behavior of others. It was 
conditioned by the social system of which they were members. 


Open Systems 


What about the advocates of an open-system approach to management and organization? 
What assumptions do they hold about the human nature of the worker? The answer is 
unclear. Open-systems theory focuses at the macro level, dealing with the organization and 
interorganization relationships. Little attention is paid in the open-systems literature to the 
individual. The closest we come to such treatments is in textbooks that use an open-systems 
format. These works do not hold any unique view of the worker. Rather they tend to report 
conventionally accepted views: for example, Kast and Rosenzweig (1974) in their chapter, 
“Individual Behavior and Motivation,” discuss perception, cognition, Maslow’s (1943) 
hierarchy of needs, McGregor’s (1960) Theory X and Theory Y, Herzberg’s (1966) 
motivation-hygiene concept, the achievement motive (McClelland et al., 1953), and 
self-actualization. They devote approximately one-and-a-half pages to expectancy theory 
(Vroom, 1964; Steers and Porter, 1975). In short, open-systems advocates accept the idea 
that organizational members (workers and managers alike) have complex motivational 
structures. Because they focus on the organization as the analytical frame of reference, 
however, open-systems proponents show little distinctive interest in the individual beyond 
this point. 


Organizational Humanism 


There were several distasteful aspects of the human relations movement: its manipulative 
overtones, its acceptance of the organizational hierarchy as the rightful repository of 
legitimate power, and its unrealistic view of surface harmony as crucial (and conflict as 
dysfunctional) for organizational effectiveness. These characteristics gave rise to a 
philosophy incorporated in the tenets of humanism and democratic liberalism. The 
“organizational humanism” (Scott and Mitchell, 1976) movement gained its principal 
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momentum in the 1960s and is best known for its emphasis on organizational development 
(OD). Unlike its contemporary, open-systems theory, organizational humanism does 
incorporate a number of assumptions about the nature of the worker. These assumptions 
form important foundational premises for this approach, and have been frequently 
examined, catalogued, and discussed (see, for example, Bennis, 1966; French and Bell, 1978; 
Golembiewski, 1972; Huse, 1975; Margulies and Raia, 1972; Miles, 1975; and Connor, 
1977). The lists of assumptions produced usually resemble that elaborated by French and 
Bell (1978: 30-37): 


1. Most individuals have drives toward personal growth and development. 

2. Most people desire to make, and are capable of making, a higher level of contribution to 
the attainment of organizational goals than most organizational environments will 
permit. 

3. One of the most psychologically relevant reference groups for most people is the work 
group, including peers and superordinates. 

4. Most people wish to be accepted and to interact cooperatively with at least one small 
reference group and usually with more than one group. 

5. Suppressed feelings adversely affect problem solving, personal growth, and job 
satisfaction. 

6. The level of interpersonal trust, support, and cooperation is much lower in most groups 
and organizations than is either necessary or desirable. 

7. Solutions to most attitudinal and motivational problems in organizations are transac- 
tional. 

8. Policies and practices of the larger organization affect the small work group, and vice 
versa. 

9. People have vast amounts of untapped potential and capability and desire to grow, to 
engage in meaningful collaborative relationships, to be creative in organizational 
contexts, and to be more authentic (Tannenbaum and Davis, 1969: 83). 


As can be seen from this list, organizational humanists have taken the human-relations 
assumptions a significant step further. Two sets of humanistic values underlie this step. 
Commitment to traditional humanistic concerns of individual growth, development, 
dignity, worth, and meaning is expressed in all of organizational-humanism literature 
(Bennis, 1969; French and Bell, 1973: 65—68; Golembiewski, 1972; Huse, 1975; and 
Margulies and Raia, 1972: 3, 6). This is the primary set. Additionally the literature tends to 
emphasize collective behavior as the most effective means to both improved organizational 
performance and the goals of humanism (French and Bell, 1973; Tannenbaum and Davis, 
1969). This collectivism is the secondary set. In short, organizational humanists view the 
worker as a person who 1s attempting to self-actualize, and who is making this attempt in the 
work place. 


ASSUMPTIONS ABOUT THE ORGANIZATION 


Just as the different organizational theories and schools reflect differing assumptions about 
workers, they also contain varying assumptions about the nature of the organization. We 
will consider them in the same order as before. 
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Classical Theory 


As March and Simon (1958) describe, classical analysts conceptualized the organization 
using a machine analogy. By this analogy, specified administrative stimuli would produce 
predictable, routine, and mechanistic responses. Further, the advantage of the organizational 
machine was that it maximized rationality. Max Weber (1958: 214) said it as well as 
anyone: 


The decisive reason for the advance of bureaucratic organization has always been its purely 
technical superiority over any other form of organization. The fully developed bureaucratic 
mechanism compares with other organizations exactly as does the machine with the nonmechanical 
modes of productions. 


Precision, speed, unambiguity, knowledge of the files, continuity, discretion, unity, strict 
subordination, reduction of friction and of material and personal costs—these are raised to the 
optmum point in the strictly bureaucratic administration. . . . As compared with all collegiate, 
honorific, and avocational forms of administration, trained bureaucracy is superior on all these 
points. And as far as complicated tasks are concerned, paid bureaucratic work is not only more 
precise, but, in the last analysis, it is often cheaper than even formally unremunerated honorific 
service. 


In short, as the passage illustrates, the concept of rationality was central to the Weberian 
analysis (Bendix, 1956, Weber, 1958; Parsons, 1960). Indeed, it was central to all of 
classical organizational theory. Weber, Fayol, Mooney and Reiley, Gulick and Urwick, the 
Gilbreths (1917), and Taylor all strove to describe a pattern of organizing that would 
maximize the production of organizational goods and services. Moreover, they made no 
bones about it. Fayol (1949), for example, delineated his several (explicit) “general 
principles of management.” Urwick (1937) described the matter of organizing as a 
“technical problem,” whose solution would maximize organizational goal attainment. And 
Taylor (1911) emphasized the scientific method as the best way to develop techniques for 
increasing productivity. 


Human Relations 


The classicists’ “machine model” of the organization declined in importance under the 
empirical and ideological fire of the human relationists. Out of the studies and statements of 
the 1930s and ’40s arose the notion that the organization should not be considered as a 
mechanistic “thing,” but rather as a “complex pattern of relationships involving persons and 
their roles [by which the] social structure influences the individual, and the individual 
influences the social structure” (Bonner, 1968: 150—51).3 

Further, stable organization implied “a degree of harmony and cooperation among the 
participants, a sharing of intention” (Haberstroh, 1966: 514). This view of the organization 
characterized by harmony, cooperation, and sharing of intention among organizational 


3. One reason for classical theory’s decline was a change in circumstances. The classicists’ machine concept was 
probably appropriate to the times: low skills, routine technology, stable products, and so forth. As economic, 
technological, and environmental changes occurred, the concept became less and less appropriate. 
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members was compatible with the view of the worker characterized by a drive to participate 
in social relationships. Indeed, taken together these views facilitated the growing acceptance 
of the “informal organization” concept: 


. manifestations of informal organization are spontaneous phenomena which. . . cannot be 
prevented because they are the product of man’s inherent desire to be a part of and belong to a 
group. [Roethlisberger, 1968: 99] 


In short, the human-relations movement eventually evolved a set of assumptions that were 
relatively coherent. That is, the worker was viewed as desiring—and participating in— 
interpersonal relations, and the organization was considered to be a social system 
characterized by harmony and cooperative behavior. Assumptions of the human-relations 
movement about the organization have been summarized by Leavitt (1958a : 291—303): 


1. The work-related social setting is affected by workers as well as managers. 

2. Nonofficial small groups are real, and they affect and are affected by the formal 
organization. 

3. Job roles are more complex than job descriptions suggest because of personal and social 
factors inherent in job functions. They are usually excluded in job analysis techniques, 
however. 

4. The organization is a social system composed of numerous interacting parts. 

5. Communication channels carry information relating both to the logical economic 
functioning of the organization and to the feelings and sentiments of the people who 
work in the organization. 

6. Teamwork 1s essential for cooperation and sound technical decisions. 

7. Participation in the decision-making process has a positive effect on productivity. 


Open Systems 


Open-systems theory is devoted to the discovery and analytical ordering of relationships 
among the universe of elements and processes.* The focus of open-system analysis can be at 
any of several levels, as identified by Boulding (1956): 


1. The first level is that of the static structure. It might be called the level of frameworks. 
This is the geography and anatomy of the universe. 

2. The next level of systematic analysis is that of the simple dynamic system with 
predetermined, necessary motions. This might be called the level of clockworks. 

3. The next level is that of the control mechanism or cybernetic system, which might be 
nicknamed the level of the thermostat. The system maintains its equilibrium through 
self-regulation. 

4. The fourth level is that of the “open system,” or self-maintaining structure. This is the 
level at which life begins to differentiate itself from nonlife: it might be called the level of 
the cell. 

5. The fifth level might be called the genetic-societal level; it is typified by the plant. The 
outstanding characteristic of these systems is a division of labor among cells to form a cell 


4. This discussion borrows from Scott and Mitchell (1972) and from Connor and Becker (1975). 
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society with differentiated and mutually dependent parts (roots, leaves, seeds, etc.). 

6. The sixth level is the “animal” level, characterized by increased mobility, teleological 
behavior, and self-awareness. 

7. The next is the “human” level; that is, of the individual human being considered as a 
system. 

8. Because of the vital importance for the individual of symbolic images, and behavior based 
on them, it is not easy to separate clearly the level of the individual human organism from 
the next level, that of social organizations. Nevertheless it is convenient for some 
purposes to distinguish individual humans as a system from the social systems which 
surround them, and in this sense social organizations may be said to constitute another 
level of organization. 

9. To complete the structure of systems we should add a final turret for transcendental 
systems, the ultimates and absolutes and the inescapable unknowables, as they also 
exhibit systematic structure and relationship. 


It is Boulding’s eighth level, the social system, at which the open-systems approach to the 
study of organizations occurs. One of the earliest analysts to suggest a systemic approach to 
the study of organizations was Lawrence J. Henderson. Henderson illustrated the 


interdependence of system variables by means of the diagram shown in Figure 1-1 
(Henderson, 1935: 14). 


Figure 1-1. System interdependencies 


Source: Lawrence J. Henderson, Pareto’s General Sociology (Cambridge, 
Mass.: Harvard University Press), p. 14. Copyright © 1935 by the President & 
Fellows of Harvard College; renewed 1963 by Lawrence J. Henderson. 
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Henderson explains his diagram as follows (1935: 86): 


The four rigid bodies A, B, C, and D are fastened to a framework a, b, c, d by the elastic bands 1, 2, 
3, 4, and 5. A, B, C, and D are joined one to another by the elastic bands 6, 7, 8, 9, and 10. Here the 
conditions of static equilibrium can be worked out mathematically, or determined empirically by 
introducing spring-balances into the bonds 1, 2, . . . 10, and reading the balances. 


Now imagine the point of attachment of 5 on the frame to be moving toward b, all other points of 
attachment remaining unchanged. What will happen? Consider A. There will be action on A by 
the path 5, 9, by the path 5, 8, 10, and by the path 5, 8, 7, 6. But in each case these actions do not 
cease at A, just as they do not previously cease at D. The first, for example, continues along the path 
10, 8, and so back to 5. If we try to think of all this as cause and effect we must inevitably reach a 
state of confusion. 


Henderson’s concept of system interdependencies has been translated into organizational 
terms. First and most basically, open-systems theorists postulate that organizations acquire 
resources from the external environment, transform these input resources into output goods 
and services (by means of interdependent processes and actions), and dispose of the outputs 
in such a way as to facilitate the continual acquisition of additional inputs. This is illustrated 
in Figure 1-2. 

This conceptualization may be elaborated, as we have seen done by James Thompson 
(1967), and may be illustrated in greater detail, as in Figure 1—3. Regardless of their precise 
form (and the various feedback loops have been left out of Figure 1—3 for visual clarity), 
systems models share a concept of the organization as a resource-processing entity operating 
under norms of rationality, which is a subsystem of larger subsystems (Parsons, 1956). 


Organizational Humanism 


As we have seen, proponents of organizational humanism are well known for their 
explication of values about the nature of workers. This development in organization theory 
is also founded on some relatively clear assumptions about the work place. Specifically, in 
conjunction with their assumptions about workers, organizational humanists assume that 
(French and Bell, 1973: 65—72; Scott, 1969: 45): 


1. Group members, not just the leader, are critical to group effectiveness. 

2. Managers are members of at least two work groups, as superordinates in one and as 
subordinate and peer in the other, and this multiple role situation is important to 
organizational effectiveness. 


Outputs 


Organization 
Figure 1-2. Systemic representation of the organization (a) 


Source: From Patrick E. Connor and Boris W. Becker, ‘Values and the Organiza- 
tion: Suggestions for Research,’ Academy of Management Journal, Vol. 18, 
(Summer 1975), p. 553. 
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Figure 1-3. Systemic representation of the organization (b) 


Source: From Patrick E. Connor and Boris W. Becker, ‘‘Values and the Organization: Suggestions for Research,’’ Academy of Manage- 
ment Journal, Vol. 18, (Gummer 1975), p. 553. 


3. Organizational gains are basically the gains of people in them and the benefits (or 
satisfactions) flowing from these gains should be distributed as rapidly as possible to those 
responsible for them. 

4. Those who are in organizations should be, in the last analysis, the source of consent for 
those who make policy and establish controls. 

5. Win-lose conflict strategies are ultimately deleterious to overall organizational effective- 
ness. 

6. Change in organizations should be the result of full awareness of alternatives and 
consensus by participants. 


In addition to these, there are other assumptions underlying the philosophy and practice 
of organizational humanism (Connor, 1977): First, organizations are most realistically 
described using an open-systems model. Interdependencies among management, work 
group, task, individual, process, technology, and so on are seen as critical to effective 
organizational functioning. Moreover, these interdependencies form the basis for the 
organization’s requiring a high level of interpersonal effectiveness on the part of its members 
(Golembiewski, 1972; Margulies and Raia, 1972; French and Bell, 1973: 74-83; Miles, 
1975: 193-97). 

Second, contemporary human and organizational values are both in transition and 
approaching significant convergence: 


Growing evidence strongly suggests that humanistic values not only resonate with an increasing 
number of people in today’s world, but also are highly consistent with the effective functioning of 
organizations built on the newer organic mode. [Margulies and Rata, 1972: 11] 
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Organizational humanists assume not only that values of people and organizations are 
converging, but that this convergence is in the direction of a humanistic position (French 
and Bell, 1973: xii; Margulies and Raia, 1972: 9-25). In general, this evolution is producing 
“a new concept of man, based on increased knowledge of his complex and shifting 
needs . . . ;anew concept of power, based on collaboration and reason . . . ; and a new 
concept of organization values, based on a humanistic existential orientation” (Bennis, 1966: 
188). It is this perspective that leads organizational humanists to take a clear antibureaucratic 
(in the Weberian sense of the term) stance. Such classic bureaucratic prescriptions as rigid 
hierarchy, centralization of authority, and highly formal rules and regulations are considered 
inconsistent with humanistic goals. To organizational humanists, 


. . . The hierarchical form of organization . . . is inimical to, and destructive of, the human 
personality. Contemporary organizations fall into two major categories, the first of which is 
identified with the traditional and prevailing form of hierarchical organization, and the second of 
which is supportive of the needs and requirements of the human personality. [Wilcox, 1969: 54] 


Finally, and once again most significant in terms of its actual impact on organizations, 
organizational humanists assume an essential rationality of organization and management. 
Indeed, organizational humanism is fundamentally rooted in the imperatives of organiza- 
tional effectiveness. Most descriptions of the movement’s principal manifestation, organi- 
zation development (OD), emphasize the need for improving organizational performance 
(see, for example, French and Bell, 1973: xiv, 6-7, 33, 67, 72, 99; Margulies and Raia, 
1972: 2-3, 17-23; Miles, 1975: 191-92). In fact, organizational humanists frequently 
focus their attention on calling for the development of improved social technologies 
(Lundberg, 1974: 1). For organizational humanism, the Tayloristic quest for the one best 
way (or set of ways) remains a viable paradigm within which organizational improvement 
rests. Job enrichment, job design, psychodrama, team building, organization grid, job- 
expectation technique, third-party intervention, process consultation—the list is long, but 
instructive. It is a list of techniques in the OD proponent’s tool kit for improving 
performance; more variegated than Taylor’s, of course, but still a tool kit. 


Summary and Conclusion 


We began this chapter by. stating our intention to examine some organizational concepts. 
The purpose of such an examination, of course, is to provide a basis for dealing with the 
essence of this book: organizational design. Just as engineers require a knowledge of physics, 
organization designers require a knowledge of organization theory. 

Our examination of organizational concepts has been composed of three parts. First, we 
traced the development of organization theory (Perrow). Second, we reviewed the 
currently most useful concept, the open-systems approach (Thompson). Finally, in this 
concluding statement we have detailed the important assumptions about the human nature 
of workers that underlay various organizational approaches. 

With regard to the first part, the development of organization theory, we concluded that 
the open-systems approach is both dominant today and the most helpful approach for our 
purposes. Specifically it is systems thinking that guides this volume. No doubt you are 
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familiar with the major ideas underlying an open-systems perspective of organizations and 
their management. Sull, a brief review might be in order. Following is a list of key concepts, 
together with descriptions of their meanings.* 

Subsystems or Components. A system by definition is composed of interrelated parts or 
elements. This is true for all systems—mechanical, biological, and social. Every system has at 
least two elements, and these elements are interconnected. 

Holism, Synergism, Organicism, and Gestalt. The whole is not just the sum of the parts; the 
system itself can be explained only as a totality. Holism is the opposite of elementarism, 
which views the total as the sum of its individual parts. 

Open Systems View. Systems can be considered in two ways: (1) closed or (2) open. 
Open systems exhange information, energy, or material with their environments. Biological 
and social systems are inherently open systems; mechanical systems may be open or closed. 
The concepts of open and closed systems are difficult to defend in the absolute. We prefer to 
think of open-closed as a dimension; that is, systems are relatively open or relatively closed. 

Input-Transformation-Output Model. The open system can be viewed as a transformation 
model. In a dynamic relationship with its environment, it receives various inputs, transforms 
these inputs in some way, and exports outputs. 

System Boundaries. \t follows that systems have boundaries which separate them from 
their environments. The concept of boundaries helps us understand the distinction between 
open and closed systems. The relatively closed system has rigid, impenetrable boundaries, 
whereas the open system has permeable boundaries between itself and a broader 
suprasystem. Boundaries are relatively easily defined in physical and biological systems, but 
are very difficult to delineate in social systems, such as organizations. 

Negative Entropy. Closed, physical systems are subject to the force of entropy which 
increases until eventually the entire system fails. The tendency toward maximum entropy is 

"a movement to disorder, complete lack of resource transformation, and death. In a closed 
system, the change in entropy must always be positive; however, in open biological or social 
systems, entropy can be arrested and may even be transformed into negative entropy—a 
process of more complete organization and ability to transform resources—because the 
system imports resources from its environment. 

Steady State, Dynamic Equilibrium, and Homeostasis. The concept of steady state is closely 
related to that of negative entropy. A closed system eventually must attain an equilibrium 
state with maximum entropy—death or disorganization. However, an open system may 
attain a state where the system remains in dynamic equilibrium through the continuous 
inflow of materials, energy, and information. 

Feedback. The concept of feedback is important in understanding how a system maintains 
a steady state. Information concerning the outputs or the process of the system is fed back as 
an input into the system, perhaps leading to changes in the transformation process and/or 
future outputs. Feedback can be both positive and negative, although the field of cybernetics 
is based on negative feedback. Negative feedback is informational input which indicates that 
the system is deviating from a prescribed course and should readjust to a new steady state. 


5. Fremont E. Kast and James E. Rosenzweig, “General Systems Theory: Applications for Organization and 
Management,” Academy of Management Journal, vol. 15 (December 1972). © Copyright 1972 Academy of 
Management, Mississippi State University. Reprinted by permission. 
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Hierarchy. A basic concept in systems thinking is that of hierarchical relationships 
between systems. A system is composed of subsystems of a lower order and is also part of a 
suprasystem. Thus, there is a hierarchy of the components of the system. 

) Internal Elaboration. Closed systems move toward entropy and disorganization. In 
“contrast, open systems appear to move in the direction of greater differentiation. elaboration, 
and a higher level of organization. 

Multiple Goal-Seeking. Biological and social systems appear to have multiple goals or 
purposes. Social organizations seek multiple goals, if for no other reason than that they are 
composed of individuals and subunits with different values and objectives. 

Equifinality of Open Systems. In mechanistic systems there is a direct cause and effect 
relationship between the initial conditions and the final state. Biological and social systems 
operate differently. Equifinality suggests that certain results may be achieved with different 
initial conditions and in different ways. This view sugggests that social organizations can 
accomplish their objectives with diverse inputs and with varying internal activities 
(conversion processes). 

With regard to the latter point, we saw that the assumptions are dual in character, 
concerning (a.) the nature of workers, and (b.) the nature of the organizational work place. 
In essence, the historical development of organization theory has experienced a strengthen- 
ing of one principal assumption: rationality. To be sure, worker rationality is now viewed as 
more complex than it once was; there even is reasonable consensus that organizational 

§ rationality is expressed along several dimensions. Despite evolutionary variations, however, 
\ it is clear that rationality is the dominant premise on which all contemporary concepts of 
J organization are founded. 

In the next chapter, we get to the heart of the matter: organizational design. What 
concepts, models, approaches, or schemes are helpful to effective organization design? It is 
quickly apparent that open-systems thinking dominates. Virtually all contemporary 
approaches to the design of organizations use it. The message is clear: if managers want to 

. design their enterprise to most effectively accomplish organizational missions, they must think in 
systemic terms—goals, constraints, resources, and outcomes. The remainder of this book 
examines these variables in detail. 


Questions for Review 


1. What are the main differences Perrow perceives between the mechanical school of 
organization theory and the human relations school? 

2. What are Perrow’s major recommendations and cautions for management? 

3. Thompson distinguishes two basic strategies for studying organizations. What are 
they? With which school of thought is each strategy most compatible? 

4. Briefly summarize the main points of Thompson’s paper. 

. What five assumptions about the worker are made by advocates of organizational 

humanism? 

6. Describe four other assumptions (excluding those considered in question 5) that 
underlie the philosophy and practice of organizational humanism. 

7. The human relations movement makes a considerable number of assumptions about the 
organization. What are they? 

8. What are the various levels of focus of open-system analysis identified by Boulding? 
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. What is negative entropy? How does it operate differently in an open system as opposed 


to a closed one? 
How 1s organization defined in this chapter? 


Questions for Discussion 


. What are some ways you see yourself using the S-R (stimulus-response) model in your 


daily life? Can you think of people or groups who generally or in certain situations do 
not do things for which they are positively rewarded? If you can, why do you think they 
choose not to “conform” to the S-R model? 


. Organizational humanists view a worker as a person who is attempting to self-actualize 


and who is making this attempt in the work place. Do you agree with this view? Use 
examples from your reading of current literature and/or your own experience to justify 
your position. 


. Perrow asks this rhetorical question: to what extent are organizations tools, and to what 


extent are they products of varied interests and group strivings of their members? How 
would you answer this difficult question? 

Look up the exact meanings of these words in a good dictionary: 

a. holism c. organicism 

b. synergism d. gestalt 

How do you think each of these concepts fits in with—and contributes to—an open 
systems approach to organizations? Do any of these concepts seem irrelevant to you? 
Why? 

This chapter’s introduction poses a question: what are some fundamentals that underlie 
organizational-managerial action? What would be your own answer to this question? 
Does your answer conflict with those provided in the readings and the concluding 
statement? How does your answer differ? 

List three positive and three negative qualities you see in using each of these theories to 
guide managerial action: 

a. classical c. organizational humanism 

b. human relations 

To which have you personally been exposed both in theory and in practice? Which do 
you believe most benefits the organization? The worker? In your opinion can these two 
be separated? 

Are the means of resolution of conflict more important than preventing conflict 
altogether? Why or why not? 

As Perrow describes it, the technological viewpoint suggests that “openness and trust, 
while good things in themselves, [do] not have much impact or perhaps [are] not even 
possible in some kinds of work situations.” Do you agree or disagree with this 
statement? Has current organizational study and its application placed too much 
emphasis on these subjective qualities? Support your position with current reading 
and/or personal experience. 

How do you cope with uncertainty on the personal level? How do you cope with it on 
the professional or organizational level? Do your methods differ? If so, Why? 

Does it make sense to describe a fraternity or sorority as an open system? What will be 
the features of such a description? 
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The purpose of this chapter complements that of Chapter | in which we explored various 
alternative ideas about organizations. Here we want to examine some ideas about their 
design. The principal theme sounded in Chapter 1’s discussion was the open-systems 
approach. It is this approach that guides the present chapter, as well as the remainder of the 
book. 

Also underlying this chapter and book is a basic premise: an organization is an open 
system with properties that can be specified and manipulated. These properties tend to fall 
into two categories—structure and process. McCaskey points out in the chapter’s first 
selection that organization design is the managerial process of determining what the 
structures and processes of an organization will be. 


Focusing on the Organization 


Now, you may be accustomed to thinking of organizational issues and problems in terms of 
the people who populate the enterprise—members, clients, owners, and so forth. One may 
therefore ask: why bother examining organization structure and process, when it is people 
who cause and are affected by problems? Since this book focuses on the organization as the 
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unit of analysis, rather than the people in or around it, we will attempt to answer that 
question. Or rather, we will call upon Charles Perrow to answer it:* 


Organizations Are People 


One of the enduring truisms of organizational analysis is that organizations are, after all, made up of 
people. Such a statement usually brings about a sagacious nodding of heads and a comfortable 
feeling of being on solid ground. But it is also true that organizations are inanimate things—they are 
filing cabinets, typewriters, machinery, records, mailing lists, or goods and services. This 
observation usually elicits no resounding thump on the table. Still, it raises a good question. Why 
are we so determined to equate organizations with people? It appears, at first glance at least, that 
most of the problems of organizations do arise from the people within them. 


. . . People in this view, then, are the source of the problem, so this 1s the way organizations are 
defined. Furthermore, people can be changed or at least selected, whereas many other aspects of 
organizations seem to be beyond control. It is quite obvious what 1s wrong with people when they 
do things wrong. Jones is too conservative; Smith doesn’t delegate authority; Brown is out only for 
himself. On these matters we are all experts. It is less simple . . . to determine what is wrong with 
the capital structure of the firm where Jones appears too conservative, or the psychiatric techniques 
employed in a mental hospital where Dr. Smith acts so dictatorially, or the uncertain political 
structure of the governmental bureau where Brown keeps shifting his alliances. 


So let us alter the truism to say that visible organizational problems generally are exemplified by the 
people in the organizations and their relationships with one another. But this does not necessarily 
mean that in order to change these problems you have to change the people. For example, one of 
the persistent complaints in the field of penology, or juvenile correctional institutions, or mental 
hospitals, or any of the “people-changing” institutions is the need for better workers. Their 
problems, we hear, stem from the lack of high-quality personnel. More specifically, the types of 
individuals they can recruit as guards, or cottage parents, or orderlies typically have too little 
education, hold over-simplified views about people, tend to be punitive, and believe that order and 
discipline can solve all problems. Undoubtedly many with such attitudes work in prisons and 
hospitals just as there are many such people in steel mills, IBM, the Bureau of the Budget, 
universities, and all other types of organizations. 


But [we] challenge this view by arguing that people’s attitudes are shaped at least as much by the 
organization in which they work as by their preexisting attitudes. The very real constraints and 
demands presented by the job may dictate behavior which we call punitive; then we call the person 
punitive. In one study (Perrow, 1966) a number of applicants for positions as low-level supervisors 
in a juvenile correction institution were asked in an anonymous questionnaire about their opinions 
on the causes of delinquency, how delinquents should be handled, what was really wrong with 
delinquents, and whether or not they really differed much from other kids. The applicants’ 
attitudes on the whole turned out to be quite enlightened and permissive. Some were subsequently 
hired by the institution, and after they had worked for a while they were again queried, as were all 
other personnel in the institution. It was found that the recent employees’ opinions had markedly 
changed, and they now shared the views of the other personnel. They had become less permissive 
and took a punitive, unenlightened view regarding the causes of delinquency and the care and 
handling of delinquents. Thus, they had adopted the very attitudes about which the heads of these 


*Adapted from Organizational Analysis: A Sociological View, by C. Perrow. Copyright © 1970 by Wadsworth 
Publishing Company, Inc. Reprinted by permission of the publisher, Brooks/Cole Publishing Company 
Monterey, California. 
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institutions had complained—only these were not the views they had brought with them. 
Considering the meager techniques for changing the character of delinquents, there was really 
little opportunity for the staff to do anything but adjust to the realities of the organization and the 
way it was run. Then they altered their attitudes to conform to the behavior expected of them. The 
truism, “organizations are people,” is not much use in analyzing the problem of this institution. 


It is difficult to change people directly through training programs and other psychological means; a 
good deal of backsliding is likely. Thus we will explore in this book other [factors] which might 
change people, or, more accurately stated, which would bring out different facets in people. It may 
not be the best strategy to argue that, since old Joe has a pretty tidy mind and is good with details, 
let us move him over to accounting and take him out of sales where imagination is needed. This 
may be true, but the question which should be asked first is whether sales is so organized that the 
only way Joe can get along there is by focusing on details. Might it not be true that if the 
organizational structure of the sales department, or its place in the company power structure, or the 
techniques it uses, were changed, then neither Joe nor anybody else would be concerned with 
detail but would be free to summon up initiative and imagination? Otherwise, you might put young 
Bill in there with all his initiative and imagination, and in a few years he would begin to look like old 
Joe. This is not to suggest that the many treatises on personnel selection are thus easily dismissed. 
The better ones note that it may be necessary to alter the structure of an organization and to 
redefine tasks because supermen are in short supply. Sull, there is more to an organization than its 
people. It is clear that “organizations are people” is a shotgun approach to organizational 
problems—the target and the weapon are unselective. 


Perrow’s argument reflects the guiding theme of this book. As we have stated, formal 
organizations are social organisms that have identifiable properties, or characteristics. 
Organization design is the process of specifying optimal combinations of organizational 
characteristics to achieve desired organizational outcomes. Organizational characteristics, 
optimal combinations, and organizational outcomes form the content of the rest of this 
volume. 


The Readings 


Two selections make up the readings for this chapter. The first, by Michael B. McCaskey, 
provides an overview to the subject of organizational design. The author reminds us of three 
things. First, the organization is an open system; therefore internal interconnectedness is its 
hallmark, and optimal (rather than maximum) performance is its goal. Second, the familiar 
mechanistic-organic distinction drawn by Burns and Stalker (1961) is useful for designing 
purposes. (We will see this theme continued throughout most of the book.) Third, 
McCaskey reviews the basic design implication of the first two ideas: Lawrence and 
Lorsch’s (1967) twin organizational processes of differentiation and integration. He 
concludes his overview with a brief review of some pertinent research findings. He also 
offers some suggestions for further work. 

Chief among McCaskey’s suggestions is that the dynamic, changing character of 
organizations should be more closely attended. Jay R. Galbraith provides such attention in 
the second selection. His view is that organizational tasks are performed under various 
degrees of uncertainty. Moreover, he says, the greater this uncertainty, the greater the 
amount of information that must be processed by organizational decision makers. For 
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Galbraith, therefore, organization design consists of choosing various strategies for 
processing information. 

In choosing a proper strategy, organizational designers must decide what combination of 
integration mechanisms is best. Galbraith identifies three such mechanisms: coordination by 
rules or programs, the administrative hierarchy, and coordination by targets and goals. 
Having selected a combination, designers may then form their design strategy. What 
strategy is best will depend on the level of task uncertainty faced by the organization. Or 
more specifically, the choice will depend on whether decision makers wish to reduce their 
need to process information or increase their capability for doing so. The author describes 
four strategies: 1. creating slack resources, 2. creating self-contained tasks, 3. investing in 
vertical information systems, and 4. creating lateral relations. The first two serve the need to 
reduce. [he second two help to increase organizational information-processing capabilities. 

Again, the theme that Galbraith emphasizes is an important one: an organization operates 
under a given degree of uncertainty; organizational performance depends on its ability to 
deal with that uncertainty. That ability depends, in turn, on the organization’s informa- 
tion-processing capability. Thus organization design involves choosing an information- 
processing strategy that is appropriate for the conditions under which the organization 
operates. 


Conclusion 
In summary, this chapter is concerned with the following questions: 


1. What is organization design? 

2. Why do organizations get designed? 
3. What constrains designers’ options? 
4. What is it that designers design? 

5. What results from the design process? 


AN INTRODUCTION TO 
ORGANIZATION DESIGN 


MICHAEL B. McCASKEY 


How does a manager choose among organizational 
design alternatives? How does he, for example, decide 
how precisely to define duties and roles? Should 
decision-making be centralized or decentralized? 
What type of people should he recruit to work on a 
particular task force? Organization design tries to 
identify the organizational structures and processes 
that appropriately “fit” the type of people in the 
organization and the type of task the organization 
faces. 

Organizational design determines what the struc- 
tures and processes of an organization will be. The 
features of an organization that can be designed 
include: division into sections and units, number of 
levels, location of decision-making authority, distribu- 
tion of and access to information, physical layout of 
buildings, types of people recruited, what behaviors are 
rewarded, and so on. In the process of designing an 
organization, managers invent, develop, and analyze 
alternative forms for combining these elements. And 
the form must reflect the limits and capabilities of 
humans and the characteristics and nature of the task 
environment (Simon, 1960: 2, 43). 

Designing a human social organization 1s extremely 
complicated. An organization is a system of inter- 
related parts so that the design of one sub-system or of 
one procedure has ramifications for other parts of the 
system. Furthermore, the criteria by which a system 
design is to be evaluated (economic performance, 
survival capability, social responsibility, and the per- 
sonal growth of organizational members) cannot be 
maximized simultaneously: the design of a human 
social organization can never be perfect or final. In 
short, the design of organizational arrangements is 
intended to devise a complex set of tradeoffs in a field of 
changing people, environment, and values. 


Minor adjustments in organizational design are 
always being made during the life of an organization, 
but the times for major concentration on organizational 
design are: 1. early in the life of an organization, most 
likely after the basic identity and strategy have been 
largely worked out; 2. when significantly expanding or 
changing the organization’s mission; or 3. when reor- 
ganizing. 

Who designs the organization, organizational units, 
and task forces? Since organizational design concerns 
the arrangement of people and the division of tasks, a 
designer or planner has to have some influence or 
control over these variables. This task is most often 
handled by middle-level managers and up. However, 
the charter to design could be broadened to give 
organizational members at all levels more of a say in 
organizational design matters. 


KEY CONCEPTS AND QUESTIONS 


In approaching an organization design problem, some 
of the important questions to be answered are: 


1. How uncertain is the task environment in which the 
organization operates? 

2. In what ways should the organization be mechanis- 
tc and in what ways organic? 

3. How should the subtasks be divided and how should 
the organization be differentiated? Should subsys- 
tems be organized by the functions people perform, 
by the products or services the company provides, or 
should some other form such as a matrix organiza- 
tion be used? 

4. What kind of people are (or can be recruited to 
become) members of the organization? Under what 
conditions do they work and learn best? 


Michael B. McCaskey, “An Introduction to Organization Design,” copyright 1974 by the Regents of the University of California. Reprinted 
from California Management Review, vol. 17, no. 2, pp. 13-20 by permission of the Regents. 
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5. How are activities to be coordinated and integrated? 
What mechanisms will be used, involving what 
costs? 


Research and theory provide some findings that can be 
used as design guidelines, and we turn to consider them 
now. 


Mechanistic Patterns of Organizing 


Tom Burns’ and G. M. Stalker’s (1961) study of 
electronics firms and firms contemplating entering the 
electronics industry in Scotland and England contrib- 
uted the important design principle of distinguishing 
between mechanistic and organic patterns of organiz- 
ing. pee 

Mechanistic organizational units are the traditional 
pyramidal pattern of organizing. In a mechanistic 
organizational unit, roles and procedures are precisely 
defined. Communication is channelized, and time 
spans and goal orientations are similar within the unit. 
The objective is to work toward machine-like efh- 
ciency. To that end the task is broken into parts that 
are joined together at the end of the work process. 
Authority, influence, and information are arranged by 
levels, each higher level having successively more 
authority, more influence, and more information. De- 
cision-making is centralized at the top and it is the top 
levels that make appreciative judgments to determine 
what is important in the environment (Vickers, 1965). 
Top levels also determine the channels whereby the 
lower echelons will gather and process information. 

Thus the social organization is designed as a likeness 
of a machine. People are conceived of as parts per- 
forming specific tasks. As employees leave, other parts 
can be slipped into their places. Someone at the top is 
the designer, defining what the parts will be and how 
they will all fit together. 

Under what conditions 1s this pattern of organization 
appropriate? When the organizational unit 1s perform- 
ing a task that is stable, well-defined, and likely to be 
programmable, or when members of the organization 
prefer well-defined situations, feel more secure when 
the day has a routine to it, and tend to want others to 
supply direction, the mechanistic pattern is applicable. 
Organization design findings show that, to the extent 


these conditions hold, a mechanistic form of organizing 
is more likely to result in high performance. 

The mechanistic form is efficient and predictable. 
For people with a low tolerance for ambiguity it 
provides a stable and secure work setting. However, 
the mechanistic form is less flexible: once a direction 
and procedures have been set, it is hard to change them. 
Furthermore, mechanistic forms also entail the danger 
of stultifying their members with jobs that are too 
simple, with little responsibility, and no sense of 
worthwhile accomplishment. 


Organic Patterns of Organizing 


In contrast to mechanistic units, organic organizational 
units are based on a more biological metaphor for 
constructing social organizations. The objective in 
designing an organic unit is to leave the system 
maximally open to the environment in order to make 
the most of new opportunities. The demands of the 
task environment are ambiguously defined and chang- 
ing, so people have multiple roles which are continually 
redefined in interaction with others. All levels make 
appreciations and there are few predetermined infor- 
mation channels. Decision-making is more decentra- 
lized, with authority and influence flowing to the 
person who has the greatest expertise to deal with the 
problem at hand. An organic organizational unit is 
relatively heterogeneous, containing a wider variety of 
time spans, goal orientations, and ways of thinking. 
The boundaries between the system and the environ- 
ment are deliberately permeable, and the environment 
exerts more influence over the activities of the system 
than 1s true for the mechanistic unit. 

An organic form is useful in the face of an uncertain 
task or one that is not well enough understood to be 
programmed. The organic form 1s also appropriate for 
people who like the disorder of an ambiguous setting, 
for people who prefer variety, change, and adventure 
and who grow restless when they fall into the same 
routine day after day. The organic form is flexible and 
responds quickly to unexpected opportunities. How- 
ever, the organic form is often wasteful of resources. 
Not having precisely defined authority, control, and 
information hierarchies, time can be wasted in search 
activities that duplicate the efforts of other members. 
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Furthermore, the stress of uncertainty and the contin- 
ual threat of power struggles can be exhausting. 


Making the Choice 


The choice of the most suitable form of organization 1s 
contingent upon the task and the people involved. 
‘There is no one form of organization that will work 
best in all situations, in all cultures, with every type of 
person. Organization design scholars using a contin- 
gency theory approach emphasize the need to specify 
the particular conditions under which a given form is 
most appropriate. 

Note, too, that the same organizational unit can 
change its position on the organic/mechanistic contin- 
uum over time. The unit might start out being very 
mechanistically organized. But as the environment or 
staff change, the unit might move toward the organic 
end of the continuum. In fact, if the unit does not 
change its structures and processes to meet changed 
conditions, it is likely to suffer lower performance. 

Even more important, one organization 1s likely to 
contain both organic units and mechanistic units at the 
same time. Burns and Stalker (1961) characterized 
whole organizations as mechanistic or organic; but Paul 
Lawrence and Jay Lorsch (1967) found that these 
descripuons more accurately described units of an 
organization. They researched and elaborated on a 
major contribution to organization design in the con- 
cepts of differentiation and integration (D&I). 


DIFFERENTIATION 


Differentiation, the creation or emergence of differ- 
ences in the organization, can take. place in several 
ways: 1. vertically—into levels; 2. horizontally—into 
sections, department, divisions, and so on; 3. division of 
labor—into occupational roles; and 4. patterns of 
thinking—differences between units in members’ 
goals, time, and interpersonal orientations. 

By differentiating, the organization gains the advan- 
tages of both economies of scale and people becoming 
experts in particular areas like production, accounting, 
contracting, and so on. 

Lawrence and Lorsch found horizontal differentia- 
tion and the differentiation of patterns of thinking to be 


the most important types of differentiation for organi- 
zational design. The organization segments the envi- 
ronment into parts so that organizational units interact 
with different subenvironments. While marketing in- 
teracts with the media, ad agencies, legal departments, 
competitors’ advertising, and the other elements that 
make up the marketing subenvironment, production ts 
dealing with the machines, labor market, scheduling, 
cost consciousness, and safety regulations that pertain 
to their subenvironment. Furthermore, the structure 
and setting for each unit must supply the appropriate 
training and support for different job demands. Scien- 
tists, for example, need a milieu that will supply 
specialized information as well as support in projects 
that may take years to complete. 

An important question in organization design, 
therefore, is how differentiated should the organization 
be? How should the environment be segmented and 
what activities should be grouped together? To what 
extent should the units differ in structures and proce- 
dures, types of people, and patterns of thinking? 

Research indicates that business organizations in 
newer and more uncertain industries, like aerospace 
and electronics, need to be more highly differentiated 
because they face a greater range of subenvironments. 
As James Thompson (1967) argues, organizations try 
to shield their technical core from the uncertainties of 
the environment. The subenvironment of the core 
technology unit, then, will be relatively stable and call 
for more mechanistic patterns of organizing. The units 
having uncertain subenvironments (often the R&D 
subénvironment) will need to be more organically 
organized. Looking at the organization as a whole, the 
differences between the units will be significant be- 
cause the range of unit organizational patterns extends 
from the mechanistic end to the organic end of the 
continuum. 

Conversely, research indicates that organizations in 
older, more established, and more certain industries 
need to be less differentiated. They face a narrow 
range of subenvironments near the certainty end of the 
spectrum and will probably pursue the efficiency given 
by more mechanistic patterns of organizing. An orga- 
nization in a relatively stable and certain environment 
benefits from having uniform rules and procedures, 
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vocabulary, and patterns of thinking throughout the 
organization. The problem of integration for these 
organizations, therefore, is less demanding. 


INTEGRATION 


At the same time the organization is differentiated to 
work more effectively on tasks, some activities of 
organizational units must be coordinated and brought 
together, or integrated. The manager/designer must 
resist differenuating the organization too radically — 
the greater the differences between the units, the 
harder it is for them to coordinate activities with each 
other. If all the units have similar goals, values, and ume 
horizons, messages and meanings are more likely to be 
clear. But when an organization is highly differen- 
uated, people have to spend more effort translating and 
appreciating the frameworks of people in different 
units. Most people habitually think in their own terms, 
and it takes increased effort to move into another’s 
frame of reference. The chances for misunderstand- 
ings increase in a highly differentiated organization. 

The greater the differentiation, the heavier the 
burden on information processing and upon decision- 
making in the organization. This shows up in the array 
of techniques for coordinating the activities of a firm: 1. 
the use of rules and procedures along with the hierar- 
chy of authority; 2. if two units are crucial and have 
trouble integrating, the appointment of a liaison 
(Lawrence and Lorsch, 1967b); and 3. the building of 
a new unit into the work flow to serve as an integrating 
department. 

The list of coordinating mechanisms shows progres- 
sively more elaborate ways to achieve integration. 
With greater differentiation, an organization has to 
spend more effort integrating and use the more expen- 
sive devices. 

So in addition to asking how much the organization 
should differentiate to meet environment and people 
requirements, another question must simultaneously be 
raised. How much differentiation, at that cost, can the 
organization successfully integrate? How should peo- 
ple be grouped to provide the best working conditions 
for individuals and to secure the most advantageous 
work flow for the whole organization? A manager /de- 


signer works for the best practical answer to these 
questions. Many times he may decide to stop short of 
differentiating to perfectly meet task environment 
demands because his staff would find it too great a 
strain or because it would be too costly. Research 
findings show that in uncertain environments, the most 
successful organizations are the most highly differen- 
tiated and the most integrated. The difficult design 
decision of how to differentiate and how to integrate is 
often framed as the choice between product or func- 
tional organization, or some newer form such as a 
matrix organization (Kingdon, 1973). 


THE RESEARCH STUDIES 


Table 2—1 summarizes a selection of research findings 
important for organization design theory. The studies 
were conducted mainly, although not entirely, with 
business firms. A wide range of methodologies has been 
used including historical study methods, an intensive 
case study of one division, a questionnaire survey of 
managers in different organizations, surveying and 
interviewing the top managers of all the business 
organizations in a given geographical area, and so on. 
All of the studies support a contingency approach to 
organizational design. Researchers found that explain- 
ing their data required them to specify the conditions 
upon which the use of a particular organization form 
was contingent. 

In spite of different methods and vocabularies, 
certain patterns and continuities run through the 
findings. The design principle of distinguishing be- 
tween mechanistic and organic forms is supported by 
the studies. Peter Blau’s and Richard Schoenherr’s 
(1971) findings based on all instances (53) of one type 
of government agency lends support to the Lawrence 
and Lorsch (1967c) findings based on a selected sample 
of ten business firms. Both studies found that environ- 
mental diversity is related to greater differentiation in 
the organization. Blau and Schoenherr found that 
differentiation raises the requirements for managerial 
manpower, and this is similar to Lawrence and Lorsch’s 
(1967c) finding that greater differentiation requires 
more elaborate integrative devices. Furthermore, Jay 
Galbraith’s (1973) research provides something of an 


Researchers 
Burns and Stalker 
(1961) 


Chandler 
(1962) 


Woodward 
(1965) 


Lawrence and Lorsch 
(1967) 
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TABLE 2-1 EMPIRICAL RESEARCH FINDINGS ON ORGANIZATIONAL DESIGN 


Types of Organizations Studied 


Selected Findings 


20 firms in U.K., including a rayon manufacturer, an 
engineering firm, several companies in electronics and 
others contemplating entry into electronics 

Historical studies of DuPont, General Motors, Standard 
Oil of New Jersey, and Sears Roebuck, supplemented 
by brief reviews of over 70 other large American 
business companies 


100 English manufacturing firms 


10 U.S. companies in plastics, consumer food, and 
standardized container industries 


“‘Mechanistic’’ management system suited to an enter- 
prise operating under relatively stable conditions; ‘‘or- 
ganic”’ required for conditions of change. 

By trial and error a new structural form (decentralized, 
multidivisional form) developed to fit changed environ- 
mental conditions. 


Patterns in management practice associated with how 
complex and how predictable production technology 
is. 


1. High performing organizations are differentiated to 
meet environmental demands; diverse and uncer- 


Galbraith 
(1970) 


Blau and Schoenherr 


(1971) and territories 


Duncan 


(1971) tions and in 3 R&D organizations 


Morse and Young 
(1973) 


explanatory picture. His findings suggest that the need 
for more managerial manpower and more elaborate 
integrative mechanisms 1s related to the need for the 
organization to process more information. 

Robert Duncan’s (1971) findings that an organiza- 
tional unit appears to change its structure over time 
simply reinforces managers’ feelings that organization 
charts are often incorrect and out-of-date. This is a 
promising area of research for developing a more 
accurate picture of how and when changes in organi- 
zation structure occur. 

As the studies indicate, substantial progress has been 
made. However, some important questions remain to 
be answered. 


Case study of the Boeing Aircraft Division 


The 53 state employment security offices of the U.S. 


22 decision-making units in 3 manufacturing organiza- 


235 managers from 8 business organizations 


tain environments require greater differentiation of 
the organization. 

2. Differentiation and integration are antagonistic 
states; the more differentiated an organization is, 
the more elaborate the integrative devices must 
be. 

3. Additional support for above findings. 


Structural changes to deal with greater task environ- 
ment uncertainty related to the need to process more 
information. 


1. Increasing size generates structural differentiation 
in organizations along various dimensions at decel- 
erating rates. 

2. Structural differentiation in organizations raises re- 
quirements for managerial manpower. 

3. Horizontal, vertical, and occupational differentiation 
are positively related to environmental diversity. 


Structural profile used to make nonroutine decisions 
differs from that used to make routine decisions; 
suggests the same unit uses different organizing pat- 
terns over time. 


Individuals working on certain tasks preferred control- 
ling authority relations and had a low tolerance for 
ambiguity; individuals working on uncertain tasks 
sought independence and autonomy and were high in 
tolerance for ambiguity. 


WORK YET TO BE DONE 


Our knowledge of organizational design is still grow- 
ing. Some of the important subjects which need further 
research are: 


1. We need a better understanding of the dynamics of 
an organization developing a good fit to its environ- 
ment and its members. The processes that span 
organization and environment, such as planning and 
selecting, recruiting and socializing new members, 
need to be researched. In addition to learning more 
about the enduring structural patterns, we also need to 
learn about the ways in which organization and 
environment adjust to one another. 
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2. We must consider the assertion of power in the 
interaction of organizations and their environments. 
How do organizations seek to make the environment 
more favorable to their operations? How does the 
environment coerce or influence the organization to 
meet its demands? What are the consequences of one 
element gaining sizeable amounts of control over the 
other? We need to learn about the processes which 
mediate this contest for control and influence. 


3. Up until now researchers have mainly relied upon 
the criterion of economic performance to assess good 
fit. Clearly, using economic criteria alone is too limited. 
How can we judge goodness of fit in terms of people 
outcomes? Moreover, what about the people who are 
content to follow orders from the organization? Some 
argue that we cannot be normative on this value 
question. If a person is satisfied to be passive and 
dependent on the job, who can insist that he take more 
control over his own work life? My view is that a 
democracy can hardly afford a work system which 
mainly trains people to be docile, to follow orders, and 
above all to be loyal to the organization. But others 
emphasize that many prefer following orders, and this 
is where the issue is joined. 


4. A related issue is the possible conflict between 
efficiency and human needs. Some elements of organi- 
zation design concern social engineering to devise the 
most efficient organization to accomplish a task. Other 
elements of organization design are concerned with the 
full growth and development of individuals. It is too 
optimistic to assume that efficiently designed organiza- 
tions will always or even usually be conducive to 
human intercourse. Mammoth operations built to meet 
economies of scale considerations teach us that efh- 
ciently engineered operations can be inhumane. If we 
had better noneconomic measures of outcomes, maybe 
we could more accurately assess the design tradeoffs. 
As it stands now, much of organization design empha- 
sizes an engineering approach, neglecting human 
growth aspects. Another challenge: How can we 
design organizations to meet both people and engi- 
neering concerns? 


5. We also need to learn more about how facilities 
design supports or detracts from the intent of an 


organization design. How does the physical layout 
influence the pattern of social interaction? How does 
the visual display of information affect decision mak- 
ing? At what distance for what types of activities does 
physical separation of people or units greatly strain the 
organization’s ability to integrate? How can facilities 
be designed so that physical spaces can be rearranged to 
fit changes in organizing patterns? Robert Propst, Fritz 
Steele, and Thomas Allen have begun work on some of 
these questions. 


SUMMARY 


A convenient guideline for reviewing what we know 
about designing organizations is the continuum from 
mechanistic to organic patterns of organizing. Most 
suited to stable, certain environments, and a staff that 
prefers stability, the mechanistic form is the traditional 
hierarchical pyramid that is controlled from the top and 
programs activities tightly. Most suited to an unstable, 
uncertain environment and people tolerant of ambigu- 
ity, the organic pattern of organizing is more collegial 
and stresses flexibility—in rules, decision-making au- 
thority, procedures, and so on. Of course, there are 
more than these two types of organizing patterns. 
They should be considered the ends of a continuum of 
types of organizing patterns. 

An organization 1s likely to contain both organically 
and mechanistically organized units. How widely the 
units should range on the mechanistic/organic contin- 
uum is part of the question of differentiation. How 
great should the differences be between units in terms 
of structures, types of people, and patterns of thinking? 
Overall, organizations in mature and stable industries 
contain units that face more or less well-defined and 
certain subenvironments. Therefore, to meet environ- 
mental demands, the units should generally be more 
mechanistically organized and the organization as a 
whole will be less differentiated. 

On the other hand, organizations in dynamic new 
industries must have some units organically organized 
to deal with an uncertain subenvironment. At the same 
time it should devise more mechanistic units (for 
example, production and accounting) to face more 
stable subenvironments. To cover that range of suben- 


42 Chapter 2 DESIGNING ORGANIZATIONS 


vironments, the manager/organization designer 
creates or allows to develop greater differences be- 
tween the units. In addition, the organization tends to 
create more job roles (occupational differentiation) and 
more levels (vertical differentiation) in response to 
environmental diversity. The organization, therefore, 
becomes more highly differentiated. 

The opposite tendency from differenuation is the 
need to integrate, to coordinate the activities of dif- 
ferent parts of the organization. The greater the 
differentiation, the harder it is to integrate. The choice 
of a particular integrating mechanism, such as a liaison 
in addition to rules, signals the manager/designer’s 
decision to expend a certain amount of effort to 


coordinate activities. Concurrent with designing the 
extent of differentiation in an organization, a manager 
must consider what effort at what cost will be needed to 
integrate those differences. The greater the differen- 
uation, the more elaborate and costly are the mecha- 
nisms needed for integration. 

Organizational design choices are tradeoffs between 
good fit to the task environment and people charac- 
teristics, to monetary and human costs, and to short- 
term and long-term consequences. Such a design is 
never perfect or complete. Organizational design seeks 
to build knowledge about and provide guidelines for 
designing more efficient and more human organiza- 
tions. 


ORGANIZATION DESIGN: 
AN INFORMATION PROCESSING VIEW 


JAY R. GALBRAITH 


THE INFORMATION PROCESSING MODEL 


A basic proposition is that the greater the uncertainty 
of the task, the greater the amount of information that 
has to be processed between decision makers during 
the execution of the task. If the task is well understood 
prior to performing it, much of the activity can be 
preplanned. If it is not understood, then during the 
actual task execution more knowledge is acquired 
which leads to changes in resource allocations, sched- 
ules, and priorities. All these changes require informa- 
tion processing during task performance. Therefore the 
greater the task uncertainty, the greater the amount of 
information that must be processed among decision 
makers during task execution in order to achieve a given 
level of performance. The basic effect of uncertainty 1s 
to limit the ability of the organization to preplan or to 
make decisions about activities in advance of their 
execution. Therefore it is hypothesized that the ob- 
served variations in organizational forms are variations 
in the strategies of organizations to 1. increase their 
ability to preplan, 2. increase their flexibility to adapt 
to their inability to preplan, or, 3. to decrease the level 
of performance required for continued viability. 
Which strategy is chosen depends on the relative costs 
of the strategies. The function of the framework 1s to 
identify these strategies and their costs. 


THE MECHANISTIC MODEL 


This framework is best developed by keeping in mind a 
hypothetical organization. Assume it is large and 
employs a number of specialist groups and resources in 
providing the output. After the task has been divided 
into specialist subtasks, the problem is to integrate the 
subtasks around the completion of the global task. This 


is the problem of organization design. The behaviors 
that occur in one subtask cannot be judged as good or 
bad per se. The behaviors are more effective or 
ineffective depending upon the behaviors of the other 
subtask performers. There is a design problem because 
the executors of the behaviors cannot communicate 
with all the roles with whom they are interdependent. 
Therefore the design problem is to create mechanisms 
that permit coordinated action across large numbers of 
interdependent roles. Each of these mechanisms, how- 
ever, has a limited range over which it is effective at 
handling the information requirements necessary to 
coordinate the interdependent roles. As the amount of 
uncertainty increases, and therefore information pro- 
cessing increases, the organization must adopt inte- 
grating mechanisms which increase its information 
processing capabilities. 


1. Coordination by Rules or Programs 


For routine predictable tasks March and Simon have 
identified the use of rules or programs to coordinate 
behavior between interdependent subtasks (March and 
Simon, 1958, Chap. 6). To the extent that job related 
situations can be predicted in advance, and behaviors 
specified for these situations, programs allow an in- 
terdependent set of activities to be performed without 
the need for inter-unit communication. Each role 
occupant simply executes the behavior which is appro- 
priate for the task related situation with which he is 
faced. 


2. Hierarchy 


As the organization faces greater uncertainty its par- 
ticipants face situations for which they have no rules. 
At this point the hierarchy is employed on an exception 
basis. The recurring job situations are programmed 


Jay R. Galbraith, “Organization Design: An Information Processing View,” Interfaces, vol. 4, no. 3 (May 1974), pp. 28-36. Copyright 1974 
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with rules while infrequent situations are referred to 
that level in the hierarchy where a global perspective 
exists for all affected subunits. However, the hierarchy 
also has a limited range. As uncertainty increases the 
number of exceptions increases unul the hierarchy 
becomes overloaded. 


3. Coordination by Targets or Goals 


As the uncertainty of the organization’s task increases, 
coordination increasingly takes place by specifying 
outputs, goals or targets (March and Simon, 1958, p. 
145). Instead of specifying specific behaviors to be 
enacted, the organization undertakes processes to set 
goals to be achieved and the employees select the 
behaviors which lead to goal accomplishment. Planning 
reduces the amount of information processing in the 
hierarchy by increasing the amount of discretion 
exercised at lower levels. Like the use of rules, planning 
achieves integrated action and also eliminates the need 
for continuous communication among interdependent 
subunits as long as task performance stays within the 
planned task specifications, budget limits and within 
targeted completion dates. If it does not, the hierarchy 
is again employed on an exception basis. 

The ability of an organization to coordinate 1n- 
terdependent tasks depends on its ability to compute 
meaningful subgoals to guide subunit action. When 
uncertainty increases because of introducing new 
products, entering new markets, or employing new 
technologies these subgoals are incorrect. The result 1s 
more exceptions, more information processing, and an 
overloaded hierarchy. 


DESIGN STRATEGIES 


The ability of an organization to successfully utilize 
coordination by goal setting, hierarchy, and _ rules 
depends on the combination of the frequency of 
exceptions and the capacity of the hierarchy to handle 
them. As the task uncertainty increases the organiza- 
tion must again take organization design action. It can 
proceed in either of two general ways. First, it can 
act in two ways to reduce the amount of information 
that is processed. And second, the organization can act 


in two ways to increase its capacity to handle more 
information. The two methods for reducing the 
need for information and the two methods for increas- 
ing processing capacity are shown schematically 
in Figure 2-1. The effect of all these actions is to 
reduce the number of exceptional cases referred up- 
ward into the organization through hierarchical chan- 
nels. The assumption is that the critical limiting factor 
of an organizational form is its ability to handle the 
non-routine, consequential events that cannot be 
anticipated and planned for in advance. The non- 
programmed events place the greatest communication 
load on the organization. 


1. Creation of Slack Resources 


As the number of exceptions begin to overload the 
hierarchy, one response is to increase the planning 
targets so that fewer exceptions occur. For example, 
completion dates can be extended until the number of 
exceptions that occur are within the existing informa- 
tion processing capacity of the organization. This has 
been the practice in solving job shop scheduling 
problems (Pounds, 1963). Job shops quote delivery 
times that are long enough to keep the scheduling 
problem within the computational and information 
processing limits of the organization. Since every job 
shop has the same problem, standard lead times evolve 
in the industry. Similarly budget targets could be 
raised, buffer inventories employed, etc. The greater 
the uncertainty, the greater the magnitude of the 
inventory, lead time, or budget needed to reduce an 
overload. 

All of these examples have a similar effect. They 
represent the use of slack resources to reduce the 
amount of interdependence between subunits (March 
and Simon, 1958, Cyert and March, 1963). This keeps 
the required amount of information within the capacity 
of the organization to process it. Information process- 
ing is reduced because an exception is less likely to 
occur and reduced interdependence means that fewer 
factors need to be considered simultaneously when an 
exception does occur. 

The strategy of using slack resources has its costs. 
Relaxing budget targets has the obvious cost of requir- 
ing more budget. Increasing the time to completion 
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1. Rules and programs 
2. Hierarchical referral 
3. Goal setting 


4. Creation of 
slack resources 


5. Creation of 
self-contained 
tasks 


sce ete a Sie 


Reduce the need for 
information processing 


Figure 2-1. 


date has the effect of delaying the customer. Invento- 
ries require the investment of capital funds which could 
be used elsewhere. Reduction of design optimization 
reduces the performance of the article being designed. 
Whether slack resources are used to reduce informa- 
tion or not depends on the relative cost of the other 
alternatives. 

The design choices are: 1. which factors to change 
(lead time, overtime, machine utilization, etc.) to 
create the slack, and 2. by what amount should the 
factors be changed. Many operations research models 
are useful in choosing factors and amounts. The 
time-cost trade off problem in project networks is a 
good example. 


2. Creation of Self-Contained Tasks 


The second method of reducing the amount of infor- 
mation processed is to change the subtask groupings 
from resource (input) based to output based categories 
and give each group the resources it needs to supply the 
output. For example, the functional organization could 
be changed to product groups. Each group would have 
its own product engineers, process engineers, fabricat- 
ing and assembly operations, and marketing activities. 
In other situations, groups can be created around 
product lines, geograpical areas, projects, client groups, 
markets, etc., each of which would contain the input 
resources necessary for creation of the output. 

The strategy of self-containment shifts the basis of 
authority from one based on input, resource, skill, or 
occupational categories to one based on output or 
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geographical categories. The shift reduces the amount 
of information processing through several mechanisms. 
First, it reduces the amount of output diversity faced 
by a single collection of resources. For example, a 
professional organization with multiple skill specialties 
providing service to three different client groups must 
schedule the use of these specialties across three 
demands for their services and determine priorities 
when conflicts occur. But, if the organization changed 
to three groups, one for each client category, each with 
its own full complement of specialties, the schedule 
conflicts across client groups disappear and there is no 
need to process information to determine priorities. 

The second source of information reduction occurs 
through a reduced division of labor. The functional or 
resource specialized structure pools the demand for 
skills across all output categories. In the example above 
each client generates approximately one-third of the 
demand for each skill. Since the division of labor is 
limited by the extent of the market, the division of 
labor must decrease as the demand decreases. In the 
professional organization, each client group may have 
generated a need for one-third of a computer pro- 
grammer. The functional organization would have 
hired one programmer and shared him across the 
groups. In the self-contained structure there is insuffi- 
cient demand in each group for a programmer so the 
professionals must do their own programming. Spe- 
cialization is reduced but there is no problem of 
scheduling the programmer’s time across the three 
possible uses for it. 
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The cost of the self-containment strategy 1s the loss 
of resource specialization. In the example, the organi- 
zation foregoes the benefit of a specialist in computer 
programming. If there is physical equipment, there is a 
loss of economies of scale. The professional organiza- 
tion would require three machines in the self-contained 
form but only a large umeshared machine in the 
functional form. But those resources which have large 
economies of scale or for which specialization is 
necessary may remain centralized. Thus, it is the 
degree of self-containment that is the variable. The 
greater the degree of uncertainty, other things equal, 
the greater the degree of self-containment. 

The design choices are the basis for the self- 
contained structure and the number of resources to be 
contained in the groups. No groups are completely 
self-contained or they would not be part of the same 
organization. But one product divisionalized firm may 
have eight of fifteen functions in the division while 
another may have twelve of fifteen in the divisions. 
Usually accounting, finance, and legal services are 
centralized and shared. Those functions which have 
economies of scale, require specialization or are neces- 
sary for control remain centralized and not part of the 
self-contained group. 

The first two strategies reduced the amount of 
information by lower performance standards and 
creating small autonomous groups to provide the 
output. Information is reduced because an exception is 
less likely to occur and fewer factors need to be 
considered when an exception does occur. The next 
two strategies accept the performance standards and 
division of labor as given and adapt the organization so 
as to process the new information which is created 
during task performance. 


3. Investment in Vertical Information Systems 


The organization can invest in mechanisms which 
allow it to process information acquired during task 
performance without overloading the hierarchical 
communication channels. The investment occurs ac- 
cording to the following logic. After the organization 
has created its plan or set of targets for inventories, 
labor utilization, budgets, and schedules, unanticipated 
events occur which generate exceptions requiring 


adjustments to the original plan. At some point when 
the number of exceptions becomes substantial, it is 
preferable to generate a new plan rather than make 
incremental changes with each exception. The issue 1s 
then how frequently should plans be revised—yearly, 
quarterly, or monthly? The greater the frequency of 
replanning the greater the resources, such as clerks, 
computer time, input-output devices, etc., required to 
process information about relevant factors. 

The cost of information processing resources can be 
minimized if the language is formalized. Formalization 
of a decision-making language simply means that more 
information is transmitted with the same number of 
symbols. It is assumed that information processing 
resources are consumed in proportion to the number of 
symbols transmitted. The accounting system is an 
example of a formalized language. 

Providing more information, more often, may sim- 
ply overload the decision maker. Investment may be 
required to increase the capacity of the decision maker 
by employing computers, various man-machine com- 
binations, assistants-to, etc. The cost of this strategy is 
the cost of the information processing resources con- 
sumed in transmitting and processing the data. 

_The design variables of this strategy are the decision 
frequency, the degree of formalization of language, and 
the type of decision mechanism which will make the 
choice. This strategy is usually operationalized by 
creating redundant information channels which trans- 
mit data from the point of origination upward in the 
hierarchy where the point of decision rests. If data is 
formalized and quantifiable, this strategy is effective. If 
the relevant data are qualitative and ambiguous, then it 
may prove easier to bring the decisions down to where 
the information exists. 


4. Creation of Lateral Relationships 


The last strategy is to employ selectively joint decision 
processes which cut across lines of authority. This 
strategy moves the level of decision making down in 
the organization to where the information exists but 
does so without reorganizing around self-contained 
groups. There are several types of lateral decision 
processes. Some processes are usually referred to as the 
informal organization. However, these informal pro- 
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cesses do not always arise spontaneously out of the 
needs of the task. This is particularly true in multi- 
national organizations in which participants are sepa- 
rated by physical barriers, language differences, and 
cultural differences. Under these circumstances lateral 
processes need to be designed. The lateral processes 
evolve as follows with increases in uncertainty. 

4.1 Direct Contact. Between managers who share a 
problem. If a problem arises on the shop floor, the 
foreman can simply call the design engineer, and they 
can jointly agree upon a solution. From an information 
processing view, the joint decision prevents an upward 
referral and unloads the hierarchy. 

4.2 Liaison Roles. When the volume of contacts 
between any two departments grows, it becomes 
economical to set up a specialized role to handle this 
communication. Liaison men are typical examples of 
specialized roles designed to facilitate communication 
between two interdependent departments and to by- 
pass the long lines of communication involved in 
upward referral. Liaison roles arise at lower and middle 
levels of management. 

4.3 Task Forces. Direct contact and liaison roles, like 
the integration mechanisms before them, have a limited 
range of usefulness. They work when two managers or 
functions are involved. When problems arise involving 
seven or eight departments, the decision-making ca- 
pacity of direct contacts is exceeded. Then these 
problems must be referred upward. For uncertain, 
interdependent tasks such situations arise frequently. 
Task forces are a form of horizontal contact which 1s 
designed for problems of multiple departments. 

The task force is made up of representatives from 
each of the affected departments. Some are full-time 
members, others may be part-time. The task force is a 
temporary group. It exists only as long as the problem 
remains. When a solution 1s reached, each participant 
returns to his normal tasks. 

To the extent that they are successful, task forces 
remove problems from higher levels of the hierarchy. 
The decisions are made at lower levels in the organiza- 
tion. In order to guarantee integration, a group prob- 
lem solving approach is taken. Each affected subunit 
contributes a member and therefore provides the 
information necessary to judge the impact on all units. 


4.4 Teams. The next extension is to incorporate the 
group decision process into the permanent decision 
processes. That is, as certain decisions consistently 
arise, the task forces become permanent. [hese groups 
are labeled teams. There are many design issues 
concerned in team decision making such as at what 
level do they operate, who participates, etc. (Galbraith, 
1973, Chapters 6 and 7). One design decision is 
parucularly critical. This is the choice of leadership. 
Sometimes a problem exists largely in one department 
so that the department manager is the leader. Some- 
times the leadership passes from one manager to 
another. As a new product moves to the market place, 
the leader of the new product team 1s first the technical 
manager followed by the production and then the 
marketing manager. The result is that if the team 
cannot reach a consensus decision and the leader 
decides, the goals of the leader are consistent with the 
goals of the organization for the decision in question. 
But quite often obvious leaders cannot be found. 
Another mechanism must be introduced. 

4.5 Integrating Roles. The leadership issue is solved 
by creating a new role—an integrating role (Lawrence 
and Lorsch, 1967b, Chapter 3).* These roles carry the 
labels of product managers, program managers, project 
managers, unit managers (hospitals), materials manag- 
ers, etc. After the role is created, the design problem is 
to create enough power in the role to influence the 
decision process. These roles have power even when no 
one reports directly to them. They have some power 
because they report to the general manager. But if they 
are selected so as to be unbiased with respect to the 
groups they integrate and to have technical compe- 
tence, they have expert power. They collect informa- 
tion and equalize power differences due to preferential 
access to knowledge and information. The power 
equalization increases trust and the quality of the joint 
decision process. But power equalization occurs only if 
the integrating role is staffed with someone who can 
exercise expert power in the form of persuasion and 
informal influences rather than exert the power of rank 
or authority. 


*Ed. note: see the article by Lawrence and Lorsch in Chapter 10 of 
this volume. 
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4.6 Managerial Linking Roles. As tasks become 
more uncertain, it is more difficult to exercise expert 
power. The role must get more power of the formal 
authority type in order to be effective at coordinating 
the joint decisions which occur at lower levels of the 
organization. This position power changes the nature 
of the role which for lack of a better name is labeled a 
managerial linking role. It is not like the integrating 
role because it possesses formal position power but is 
different from line managerial roles in that participants 
do not report to the linking manager. The power is 
added by the following successive changes: 

a. [he integrator receives approval power of bud- 
gets formulated in the departments to be integrated. 

b. The planning and budgeting process starts with 
the integrator making his initiation in budgeting legiti- 
mate. 

c. Linking manager receives the budget for the area 
of responsibility and buys resources from the specialist 
groups. 

These mechanisms permit the manager to exercise 


influence even though no one works directly for him. 
The role is concerned with integration but exercises 
power through the formal power of the position. If this 
power is insufficient to integrate the subtasks and 
creation of self-contained groups is not feasible, there is 
one last step. 

4.7 Matrix Organization. The last step 1s to create 
the dual authority relationship and the matrix organi- 
zation (Galbraith, 1971). At some point in the organi- 
zation some roles have two superiors. The design issue 
is to select the locus of these roles. The result is a 
balance of power between the managerial linking roles 
and the normal line organization roles. Figure 2—2 
depicts the pure matrix design. 

The work of Lawrence and Lorsch is highly consis- 
tent with the assertions concerning lateral relations 
(Lawrence and Lorsch, 1967c, Lorsch and Lawrence, 
1968). They compared the types of lateral relations 
undertaken by the most successful firm in three 
different industries. Their data are summarized in 
Table 2—2. The plastics firm has the greatest rate of 
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TABLE 2—2 INTEGRATION IN THREE INDUSTRIES 
Plastics Food Container 
Percent new products in last ten years 35% 20% 0% 
Integrating devices Rules Rules Rules 
Hierarchy Hierarchy Hierarchy 
Planning Planning Planning 


Direct contact 
Teams at 3 levels 
Integrating dept. 


22% 


Percent integrators / managers 


Direct contact Direct contact 
Task forces 


Integrators 
17% 0% 


SOURCE: Adopted from Paul R. Lawrence and Jay W. Lorsch, Organization and Environment. (Boston: Graduate School of Business 
Administration, Harvard University, 1967), pp. 86—138, and a paper by Lorsch and Lawrence (1968) 


new product introduction (uncertainty) ~and the 
greatest utilization of lateral processes. The container 
firm was also very successful but utilized only standard 
practices because its information processing task is 
much less formidable. Thus, the greater the uncer- 
tainty the lower the level of decision making and the 
integration is maintained by lateral relations. 

Table 2—2 points out the cost of using lateral 
relations. The plastics firm has 22 percent of its 
managers in integration roles. Thus, the greater the use 
of lateral relations the greater the managerial intensity. 
This cost must be balanced against the cost of slack 
resources, self-contained groups and information sys- 
tems. 


CHOICE OF STRATEGY 


Each of the four strategies has been briefly presented. 
The organization can follow one or some combination 
of several if it chooses. It will choose that strategy 
which has the least cost in its environmental context. 
(For an example, see Galbraith, 1970.) However, 
what may be lost in all of the explanations is that the 
four strategies are hypothesized to be an exhaustive set 
of alternatives. That is, if the organization is faced with 
greater uncertainty due to technological change, 
higher performance standards due to increased compe- 
tition, or diversifies its product line to reduce depen- 
dence, the amount of information processing is in- 
creased. The organization must adopt at least one of the 
four strategies when faced with greater uncertainty. If it 
does not consciously choose one of the four, then the 
first, reduced performance standards, will happen 
automatically. The task information requirements and 


the capacity of the organization to process information 
are always matched. If the organization does not 
consciously match them, reduced performance 
through budget and schedule overruns will occur in 
order to bring about equality. Thus the organization 
should be planned and designed simultaneously with 
the planning of the strategy and resource allocations. 
But if the strategy involves introducing new products, 
entering new markets, etc., then some provision for 
increased information must be made. Not to decide is 
to decide, and it 1s to decide upon slack resources as the 
strategy to remove hierarchical overload. 

There is probably a fifth strategy which is not 
articulated here. Instead of changing the organization 
in response to task uncertainty, the organization can 
operate on its environment to reduce uncertainty. The 
organization through strategic decisions, long-term 
contracts, coalitions, etc., can control its environment. 
But these maneuvers have costs also. They should be 
compared with costs of the four design strategies 
presented above. 


SUMMARY 


The purpose of this paper has been to explain why task 
uncertainty is related to organizational form. In so 
doing the cognitive limits theory of Herbert Simon was 
the guiding influence. As the consequences of cognitive 
limits were traced through the framework, various 
organization design strategies were articulated. The 
framework provides a basis for integrating organiza- 
tional interventions, such as information systems and 
group problem solving, which have been treated sepa- 
rately before. 


CONCLUDING STATEMENT 


What can we assume about organization design? To answer this question, let us back up and 
review a bit. In Chapter 1, concepts and ideas about organizations were examined. Out of 
that examination came a dominant theme: the organization is most usefully thought of as an 
open system. Into the organization flow resources, such as people, money, equipment, and so 
forth; opportunities, from new markets, skills, and technologies; and demands, from suppliers, 
labor unions, governmental regulatory agencies, and local communities. These resources, 
opportunities, and demands are transformed within the organization into the organization’s 
output of goods and services. Finally, the outputs are disseminated into the surrounding 
environment. 

In return, the organization receives resources—frequently in the form of profits or 
budgetary allocations—which it uses to acquire more inputs. And the cycle continues. As 
Katz and Kahn (1966: 16) put it, the organization is ‘an energic input-output system in 
which the energic return from the output reactivates the system.” Figure 1-2 (reproduced 
here as Figure 2—3) suggested this cycle in schematic form. 

We also saw in Chapter 1 that the input-output cycle intimately involves the 
environment within which the organization functions. We identified two major environ- 
ments, noted in Figure 1-3 (Figure 2—4, here). The task environment is that part of the 
world outside the organization with which the organization comes into frequent, operating 
contact. Table 2—3 identifies the major people, interest groups, and organizations that make 
up the task environment. 

The organization also operates in a larger context, termed the societal/cultural environ- 
ment, whose principal components are also noted in Table 2—3. Designing and managing 
two shoe factories that are alike in all technical respects will still have some significant 
differences if one is located in Indianapolis and the other in Tokyo. Customs, traditions, 
cultural values and norms—all of these affect the organization. Designing and managing a 
medical clinic in Harlem will also differ from doing so in Beverly Hills. 

We portray the task environment as part of the larger environment for a good reason: 
although societal/cultural factors do affect the organization, their effects are experienced by 
the organization in terms of task-environment factors. Consider, for example, that in the 
United States there have occurred at least two shifts in societal values within the last decade. 
One of these shifts can be described by the label consumerism. The other goes under the 
heading ecology. Both shifts have been experienced by organizations in terms of task- 
environment components. 
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Figure 2-3. The organization as an input-output system 
Source: From Patrick E. Connor and Boris W. Becker, ‘Values and the Organiza- 


tion: Suggestions for Research,'’ Academy of Management Journal, Vol. 18, 
(Summer 1975), p. 553. 
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TABLE 2-3 ENVIRONMENTAL FACTORS 


Task Environment Societal / Cultural Environment 


Consumers Customs 
Suppliers Traditions 
Regulators Mores 

Labor unions Cultural norms 
Financial sources Values 
Competitors 

Allies 


Customers sue organizations for damages incurred by shoddy or dangerous products. 
Government regulators levy fines against organizations for violating antipollution laws. 
Again, the point is that although the shift has been one of societal/cultural values, the 
organization experiences that shift in its dealings with the task environment. It is this 
environment with which the organization must transact resource-processing business. 


SYSTEMS AND ORGANIZATION DESIGN 


Viewing the organization as an open system 1s useful, because it aids our understanding of 
organizational processes—both those within the organization and those involved in its 
environmental transactions. Such a view 1s also useful, however, as a guide to organizational 
design. Namely, it focuses our attention on such organizationally related matters as 
environment, resource flow, output, and feedback processes. Compare these concepts with 
the classical, bureaucratic view, which focused on such matters as hierarchy, chain of 
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Figure 2-4. Systemic representation of the organization 


Source: From Patrick E. Connor and Boris W. Becker, ‘‘Values and the Organization: Suggestions for Research,’’ Academy of Manage- 
ment Journal, Vol. 18, (Summer 1975), p. 553. 
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Figure 2-5. Theprocess of organizational design 


command, and span of control. It is not that these latter organizational properties are 
trivial—they just do not capture the dynamics of organizational functioning. And it is the 
reality of these dynamics that organization designs must incorporate. 

Referring again to Figures 2—3 and 2—4, viewing the organization as an open system 
encourages some design-relevant questions: 


1. Why do we acquire resources and process information? 

2. What constrains our ability to acquire and process resources? 
3. How are inputs transformed into outputs? 

4. What are the outcomes of our efforts? 


The first is a question of purpose, goals, or, more generally, organizational rationality. The 
second question concerns constraints on organizational designing. Question three asks, 
simply, “What are the variables that are designed?” The last question focuses on design 
results, or outcomes. 

These four questions guide this book. They can be put into schematic form, as we have 
done in Figure 2—5. The rest of this chapter—and book—tracks through the figure, moving 
from left to right. 


PURPOSE: ORGANIZATIONAL RATIONALITY 


Several years ago Harold J. Leavitt (March 1965: 1144) wrote that one can view 
organizations as: 


. complex systems in which at least four interacting variables loom especially large: task 
variables, structural variables, technological variables, and human variables. 


What Leavitt omitted from his brief list (although not from his subsequent discussion) is a 
fifth, driving variable: rationality. Organizational rationality embodies the concept of goals, 


and it is this concept that allows one to understand the interconnectedness of Leavitt’s four 
variables, as illustrated in Figure 2—6. 
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Figure 2-6. Internal organizational variables 


Source: Adapted from Harold J. Leavitt, ‘Applied Organizational Change in Industry: Structural, Technological and Humanistic Ap- 
proaches,’’ in James G. March (ed.), Handbook of Organizations, Figure 1, p. 1145. © 1965 Rand McNally College Publishing Company. 
Reprinted by permission. 


Rationality and Design 


Rationality is especially useful for focusing on organizational design. Recall that in this 
chapter’s introductory remarks we defined organizational design as the process of specifying 
optimal combinations of organizational characteristics to achieve desired organizational 
outcomes. This concept follows from the view that the organization is “an ‘instrument’ — 
that is, . . . a rationally conceived means to the realization of . . . goals” (Gouldner, 
1959: 404)!. Indeed, the essential purpose of an organization is “the pursuit of relatively 
specific objectives on a more or less continuous basis” (W. R. Scott, 1964: 488). Thus, as 
Gross (1969: 277) observed, 


the central concept in the study of organizations is that of the organizational goal. . . . It is the 
presence of a goal and a consequent organizational effort so as to maximize the probability of 
attaining the goal which characterizes modern organizations. 


The concept of goals, of course, is central not only to the study of organizations, as Gross 
said, but also to their design. For example, as we have noted elsewhere (Connor and 
Bloomfield, 1977), organizational rationality establishes a basis for organizational structure. 


1. When we speak of organizational goals, more than outputs are being referred to. Organizations pursue a 
number of goals in addition to those relating to their products. Maintenance, personnel, environmental 
adaptation—these are just a few such goals. Refer to Chapter 3 for a more thorough discussion. 
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In particular, the framework of rationality relegates organizational structure to an 
instrumental role: structures are tools for effectively pursuing organizational goals*. More 
generally, the resurgence of contingency theories in the last decade reflects this idea. 
Organizations are designed, continually redesigned, and managed so as to best accomplish 
their purposes under prevailing conditions. Borrowing from engineering terminology, goals 
are the specifications to which organizations are designed. 


ORGANIZATIONAL CONDITIONS: CONSTRAINTS ON DESIGN 


The “prevailing conditions” referred to immediately above represent another idea central to 
organizational design. For a particular design to be considered appropriate, it must “fit,” or 
be compatible with, the conditions under which the organization operates. Or putting it 
more actively, prevailing conditions are those factors that constrain organizational designers 
in the performance of their function. 

A good way to think about design constraints is to remember that how the organizational 
instrument is designed will depend on, first, where it is to perform its mission (that is, 
accomplish its goals); second, how it is to do so; and third, who does it. Thus the major 
factors that constrain organizational designing are, respectively, the organization’s environ- 
ment, its technology, and the type of people who are its members. The goals/design/con- 
straints relationship is suggested by Figure 2—7. 

Following is a brief discussion of each of the principal design constraints. (These 
constraints form the content of Section Three of this book.) 


Environment 


There have been several attempts by organization theorists to examine the effects of 
environmental conditions on organizational designs. Two of the most significant studies 
were those by Burns and Stalker (1961) and by Lawrence and Lorsch (1967). 

The Burns and Stalker Study. Based on a comprehensive study of 20 industrial firms in the 
United Kingdom, Burns and Stalker concluded that environmental forces are felt directly 
by the organization. Specifically, they reported two major types of environment, dynamic 
and static. Dynamic environments are those characterized by rapid changes in markets, 
technology, economic conditions, and so forth. Static environments are characterized by 
relative stability in those conditions. 

The importance of the. Burns and Stalker study is this: They discovered that the 
organizational designs that were effective under dynamic environmental conditions differed 
from those that were effective under static environments. “Organic” organizations were 
designed to operate under dynamic conditions. Organic-organization managers deempha- 
size reliance on highly formalistic rules and centralized decision making, emphasizing 
collaboration and authority based on knowledge, rather than position. 

In contrast, “mechanistic” organizations were designed to operate under static conditions. 
Mechanistic-organization managers rely on high formalization, high centralization, direc- 
tives, and position-based authority. 


2. Section Four, “Design Variables,” is an elaboration of this general theme. 
3. This discussion 1s based on Haimann, Scott, and Connor (1978: 255-58). 
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Figure 2-7. Designing the organization 


Source: Theo Haimann, William G. Scott, and Patrick E. Connor, Managing the Modern Organization, 3rd. ed., (Boston: Houghton Mifflin 
Co., 1978), p. 254. 


The Lawrence and Lorsch Study. Another important research project was that 
conducted by Lawrence and Lorsch, in which they examined organizations in the plastics, 
food, and container industries (Lorsch, 1965; Lawrence and Lorsch, 1967a, 1967b, 1967c; 
Lorsch and Lawrence, 1970). The authors set out to answer the following questions 
(1967b: 16): 


1. How are the environmental demands facing various organizations different and how do 
environmental demands relate to the internal functioning of effective organizations? 

2. [sit true that organizations in certain or stable environments make more exclusive use of 
the formal hierarchy to achieve integration, and, if so, why? Because less integration is 
required, or because in a certain environment these decisions can be made more 
effectively at higher organization levels or by fewer people? 

3. Is the same degree of differentiation in orientation and in departmental structure found in 
organizations in different industrial environments? 

4. If greater differentiation among functional departments is required in different 
industries, does this influence the problems of integrating the organizations’ parts? Does 
it influence the organizations’ means of achieving integration? 


In essence, the Lawrence and Lorsch research supported and extended that by Burns and 
Stalker. Put briefly, managers of effective organizations in different environments used 
different means of coordination. Traditional techniques of coordination—rules, procedures, 
plans, and the chain of command—were effective when the organization operated under 
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static environmental conditions. Systems techniques—teams, specifically designated “coor- 
dinators,” and task forces—were effective when the organization operated under dynamic 
environmental conditions. 

The theme underlying both research studies, as well as that of many of their successors, is 
that of uncertainty. As Thompson discussed earlier, and as both McCaskey and Galbraith 
emphasize in this chapter, organization designers must design their organization to cope 
with the degree and nature of the environmental and task uncertainty that it confronts. 
(These and related ideas are elaborated in Chapter 4.) 


Technology 


Without going into as extensive a discussion as with environment, we note a second critical 
factor on which organizational design is contingent: task technology. Basically technology is 
a term used to denote the way in which work is performed. Any task has a dominant 
technology, whether it be putting pockets on a piece of clothing, teaching a class of 50 
management students, or putting a job hunter in touch with a company that is hiring. 

Organization designers attempt to design their organization in a way that is compatible 
with its technology. More specifically, they take into account the complexity of the 
organizational technology. Technological complexity is concerned with such characteristics 
as the task’s routineness, the number of separate variables involved, the predictability of 
results, and so forth. The fundamental rule is this: the more complex the technology, the 
more organic the organizational design needs to be. Note that once again the concept of 
uncertainty is important. Technological complexity and organic design are both concepts 
that embody this idea. (This theme is expanded in Chapter 5.) 


People 


A third critical design constraint is the organization’s membership. Particularly significant 
are such human properties as motivational structures, degree of commitment to organiza- 
tional purposes and practices, and the values that underlie people’s perceptions, needs, 
drives, motivations, and behavior. 

An aspect of an organization’s membership that is especially important as a design 
constraint is its overall degree of cosmopolitanism. Basically “cosmopolitans” are people who 
are oriented to their profession, its other members, and the profession’s work standards— 
scienusts are a good example. In contrast, “locals” relate—are oriented—much more directly 
to their local situation; usually such people are high on organizational loyalty (Merton, 1968; 
Gouldner, 1957). 

As brought out in Chapter 6, the relevance of cosmopolitanism for organizational design 
is that generally the higher people’s cosmopolitan orientation, the more they value such 
things as decentralization, autonomy, knowledge-based authority, and so forth. The 
manager of basic research scientists would be ill-advised to design the organization in a 
highly mechanistic fashion. 


THE ORGANIZATION AS INSTRUMENT: DESIGN VARIABLES 


As we mentioned, the third question raised earlier asked, “what is it that is designed?” In 
other words, what organizational properties are manipulated so as to allow the organization 
to operate most effectively under its environment-technology-people constraints? It is 
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impossible, of course, to give a totally comprehensive answer to this question. One would be 
required to list every organizational variable imaginable. And since many such variables are 
multidimensional, the list would be extraordinarily long. 

Sull, we can identify some major groupings of organizational properties that provide the 
designer with some opportunities for variation. Van de Ven (1976), for example, suggests 
that there are three principal design-variable groupings. These include structural factors, 
such as specialization and standardization; work flow; and ,administrative processes, such as 
decision making and information flow. Galbraith (1973), as we have seen, emphasizes that 
the design of information processes is particularly critical to effective organizational 
performance. (Almost any textbook or conceptual journal article you pick up will exhibit 
some model of that social instrument called organization. ) 


Basic Design Variables 


Not wanting to write an infinitely long book (after all, think of the time it would take to 
read), we have opted for a fairly straightforward approach. We have chosen to tackle the 
question of what design variables to treat by using the systems perspective of resource flow. 
Specifically: resources flow into the organization, tasks are performed on them, those tasks 
are analyzed and controlled with respect to the guiding imperative of organizational 
rationality, and resources and activities are then reallocated. All this takes place within (and 
is facilitated by) the overall structural framework of the organization. Thus we focus on the 
variables of, respectively, work design, organizational control, decision processes, and 
organization structure. Uhese variables are treated in Chapters 7—10. 


DESIGN OUTCOMES 


So what? We have said that the imperative guiding the design function is organizational 
rationality. Sull, how do we know a good design when we see one? In other words, what 
outcomes should result to allow the designer to conclude that a good job was done? 

There are two schools of thought. One says that a design is good if it helps the 
organization produce its goods and services in the most efficient manner possible (Becker 
and Neuhauser, 1975). The other school says there are two major outcomes. First, a design 
should contribute to fostering a climate that encourages organizational members to develop 
and grow to their human capacities. Climate, of course, refers to the overall character of the 
organization. Dimensions of organizational climate include such things as systems of pay and 
other rewards, working conditions, leadership styles, degree of employee discretion, and so 
forth (Hellriegel and Slocum, 1976: 12-13). Second, a design should contribute to the 
organization’s achieving all of its goa/s—both output and such support goals as are 
appropriate (Gross, 1969; Perrow, 1961a). 

For us, the second school of thought makes the most sense. According to this view, there 
are two major organization-design outcomes: climate and effectiveness. These topics are 
treated in Chapters 11 and 12, respectively. 


SUMMARY AND CONCLUSION 


The purpose of Chapter 1 was to present a conceptual, organization-theoretic basis for the 
rest of this text. Open-systems thinking—with its emphasis on inputs and outputs, resource 
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flows, and organization-environment interactions—seems best suited for our purposes. 

This chapter, on the other hand, focuses our attention on organization design. 
Organization design is defined as the process of specifying optimal combinations of 
organizational characteristics to achieve desired organizational outcomes. We began the 
examination in the introductory remarks with the reminder that dealing with organizational 
properties, rather than being restricted to dealing with people, is a legitimate and often 
fruitful approach. Next we took an overview of the subject (McCaskey), focusing on two 
important distinctions: mechanistic-organic organizational forms and differentiation-inte- 
gration processes. Third, we examined the critical role that uncertainty plays in 
organization design (Galbraith). 

Finally, in the concluding statement, we have developed an organization-design 
framework that will be used to structure the remainder of this volume. Beginning with the 
idea that the organization is a rationality-seeking (that is, goal-seeking) open system, we 
noted some important constraints that condition the design variables that designers vary, and 
the design outcomes that result. 

Having discussed some important ideas and concepts underlying organization design, we 
move on in the next Section to a discussion of the rationale guiding designers’ activities: The 
accomplishment of organizational goals. 


Questions for Review 


1. McCaskey lists criteria by which a system design is to be evaluated. What are they? 

2. In the opinion of McCaskey and others, there are certain times for major concentration 
on organizational design. What are these mes? 

3. What are the major characteristics of a mechanistic organizational unit as specified by 
McCaskey? 

4. What are three of the areas of organizational design that McCaskey believes need 
further research? 

5. According to Galbraith, there are two methods for reducing the need for information, 
and two methods for increasing processing capacity. What are these four methods? 

6. What are the main differences between managerial linking roles and integrating roles as 
defined and outlined by Galbraith? What are the successive changes involved in making 
this differentiation? 

7. A diagrammatic representation of an open-system organization may be made using a 
core and radiating concentric areas. What are these areas, starting with the core and 
moving outwards? 

8. What are the schools of thought on evaluating a good design? 

9. How is organizational design defined in this chapter? 

10. What are some of the important questions that need to be answered in approaching an 
organization design problem? 


10. 
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Questions for Discussion 


. Perrow argues that “‘people’s attitudes are shaped at least as much by the organization in 


which they work as by their pre-existing attitudes.” Do you agree? In the light of this 
chapter’s discussion, plus your own experience or observation, evaluate this statement. 
Use concrete examples to support your position. 

“A democracy can hardly afford a work system which mainly trains people to be docile, 
to follow orders, and above all to be loyal to the organization,” states McCaskey. Do 
you think a democracy and such a system can and do co-exist? Do you agree with 
McCaskey’s statement? Support your argument. 


. Galbraith assumes that the critical limiting factor of an organizational form is its ability 


to handle nonroutine, consequential events that cannot be anticipated and planned for in 
advance. Is this a valid assumption in your opinion? If not, what would you define as the 
critical limiting factor? If you agree with Galbraith, summarize at least two arguments 
he uses to support his assumption. 

Would you prefer to work in an organic or mechanistic organizational unit? For you, 
what would be three positive and three negative effects of working in each of these 
environments? 


. Would you rather deal with the stress of uncertainty or the stress of boredom in the 


organizational environment? Why? Under what conditions might you change your 
mind? 


. Why do you think certain people exhibit an apparently higher tolerance for ambiguity 


than others? In what ways might this benefit someone? In what ways might this be a 
lability? 

Within a college or university, what areas do you think are better suited to mechanistic 
patterns of organizing? Which are better suited to organic patterns? Draw a continuum 
of the major areas within your own school and place each area on that continuum, 
ranging from fully mechanistic to fully organic. What is it about these areas that caused 
you to place them where you did? 


. What would be some of the differences in the societal-cultural environments 


encountered in running a pharmacy in central Chicago and in a small, midwestern 
town? Do these differences validate an organization’s need to consider task-environment 
factors? Explain. 

According to Perrow, the belief that “organizations are people” is a truism. Do you 
agree? If you agree, support your position from your reading of this chapter. If you 
disagree, support your position by other current reading and/or experience. 

What problems would a manager previously working in an organic open-system 
organization be likely to encounter in joining a mechanistic organization? Should he or 
she attempt to change the newly joined organization or just “fit in’? 


Cases for Discussion 


CASE: KITCHEN WORKERS 


Priscilla Alexander is kitchen supervisor of the Chester A. Arthur Community College student 
union building. She is talking about the workers and the work situation as it prevails in her 
department. 

“The employees in this department are mostly working here because it is the best job they 
can get. Most of them would quit tomorrow if they thought they had any chance of getting a 
better job. We pay better wages than most institutional jobs in this area—other than big 
hospitals and universities, that is. Our work facilities are better than most of the schools | 
have seen and are far better than any of the nonschool institutions (such as retirement 
homes and the downtown hotel, for instance). The employees have no legitimate complaints 
about the conditions on this job. 

“As | said, most of them aren’t capable of holding down a better job. | have to watch them 
constantly to make sure that the work gets done the way | want it done. The chief cooks on 
the shifts are supposed to supervise the other cooks and the kitchen helpers on their shifts, 
but they don’t seem to be putting much effort into it. | never see them getting on any of their 
people to make sure that things get done. You know, the type people that take this kind of job 
don’t have much ambition, and you have to really keep on them—give them a bit of a kick to 
urge them along—in order to get anything out of them. 

“The turnover in help isn’t as bad here as some other places | have been. | guess that we 
have a complete turnover about once a year. Probably a little more often than that, if you 
include just the helpers. Right now, the only two people who have been here more than a 
year, other than myself, are the chief cook and one of her assistant cooks from the weekend 
shift, and they are both only part-time workers.”’ 


Questions 


1. What assumptions is Ms. Alexander making about her workers? 
2. How are these assumptions probably affecting her own managerial work? 
3. What can be done to improve the situation? 


CASE: ADMINISTRATOR IN THE MIDDLE 


Frederick Tyler, administrator of the Mountain View Convalescent Center, is discussing the 
effects of the cost-reimbursement system for patients receiving welfare benefits. 

“When | submitted my last breakdown of costs to the Welfare Department to justify the 
payment rate, | made sure that there were no unrelated costs included; even borderline 
cases were not claimed. It still amounted to an average of $23.87 per patient-day. Now | get 
the award letter from Welfare saying, in effect, ‘Congratulations, all of your costs are 
adequately justified. We are awarding you $20.50 per patient-day.’ This leaves me with a 
deficit of $3.37 per welfare patient-day, which is, in effect, a tax imposed for the privilege of 
doing what we're required to do to maintain our good standing in the community —that is, 
accept welfare recipients as patients on a no-profit basis. 


The information contained herein has been collected for the sole purpose of providing material for 
discussion, not to demonstrate correct or incorrect handling of managerial or organizational situations. 
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“The problem now is what to do about it. We've already decided to raise the rates for the 
private patients by amounts varying from $1.50 to $2.50 per day and averaging $1.60 per 
day. That’s about the most we can raise our prices and stay at all competitive. Even if a larger 
raise was possible, we've already informed the private patients what their new rates will be, 
so we couldn't very well change it now. We had hoped that this increase would ease some of 
our other problems. 

“The owners have been complaining that they aren’t receiving adequate dividends on 
their investment and have made it clear that they expect an increase during the next year. 
Furthermore, we need to make some capital expenditures. The kitchen needs some 
additional equipment and some of the existing equipment replaced. Also, some of our 
patient-care equipment needs replacing. Finally, | wanted to give raises to some of our lower 
paid workers, particularly the kitchen helpers, the aides, and the orderlies, who now receive 
less than the minimum wage required of other businesses. 

“The increase in the deficit on welfare patients uses up most of the increase in private 
patient rates. Most of the remainder will go to increase the dividend rate of the owners. That 
has to take first priority. Next, I'll have to set up priorities for capital expenditures. The owners 
refuse to allow us to use debt financing in any form for capital improvements. At this point, 
I’m not sure how much will be available for capital improvements. | am reasonably sure, 
however, that the wage increases will have to wait until next year when we can possibly get 
another raise in private patient rates. 

“You can see the problems brought on when the Welfare Department requires the 
privately owned nursing home to subsidize the welfare patient. The profits from this type 
operation are inadequate to support the subsidy.”’ 


1. Who are the ‘‘publics’”’ with whom the administrator must deal? 
2. How would you diagram the various relationships involved here? 


TASK: Design a strategy to help Mr. Tyler solve his problem. 


CONSTRAINTS: The proportion of welfare patients is to remain at its present level (20 
percent). 
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SECTION TWO 


Designs bor \What- 
Organization Purpose 


INTRODUCTION TO SECTION TWO 


Put simply, the reason people try to design organizations, rather than simply let them develop 
willy-nilly, is to improve their ability to accomplish the purposes for which they exist. 
Whatever else they may be, organizations are social devices for doing things. The things 
they do, of course, vary widely in our society: produce shoes, cure the ill, educate the young, 
provide sanctuary for the troubled, deliver health care to the isolated, and on and on. Even a 
single organization may pursue a variety of subpurposes. Your college, for example, 
undoubtedly offers courses, produces research, and provides services to the community 
along a variety of dimensions. More than that, it must afford opportunities to satisfy the 
various demands of its students, staff, faculty, and administrative members. All such 
activities reflect, and are reflected in, organizational goals. And, therefore, it is to accomplish 
such goals that organizational designs are created, modified, discarded, and refined. 

Section Two consists of just one chapter, ‘Organizational Goals.” In a sense, goals serve 
as a constraint on design decisions. Indeed, as we shall see, this is a major theme in the 
chapter’s second article, ‘‘On the Concept of Organizational Goals,’’ by Herbert A. Simon. 
Treating it as a constraint, therefore, the subject could have been included in Section Three, 
along with environment, technology, and people. It is our belief, however, that goals serve 
more than simply as a constraint. The pursuit of goals is the raison d’etre of the organization. 
Its importance is therefore more than just a limitation on design. The chapter on goals has 
been separated from the others to emphasize this importance. 
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INTRODUCTORY REMARKS 


As we saw in Chapters 1 and 2, there are many approaches to thinking about and studying 
complex organizations. Despite their variety, however, most approaches subscribe to the 
view that rationality is fundamental to organizational action. Thus for the majority of people, 
the organization is a social instrument designed and operated to perform tasks and to satisfy 
needs and wants of various kinds—in short, to accomplish goals. Indeed, most definitions of 
organization either explicitly or implicitly include goal seeking as a principal element. 

We share in this consensus. Accordingly we begin our consideration of organization 
design by focusing on its purpose: to accomplish organizational goals. It should be noted, 
incidentally, that we are not distinguishing between goals and objectives in the ensuing 
discussion. Everything said in the following pages can be applied equally to both. 


ORGANIZATION 
PURPOSE 


Organizational goals ORGANIZATIONAL DESIGN DESIGN 
VARIABLES OUTCOMES 


Work design 
Organizational control 


Producing 
SEER 


+ Condition 


Organizational climate 


Organizational effectiveness 


Decision processes 


CONSTRAINTS Organization structure 


Environment 


Technology 
People 
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Organizational level, time frame (short run versus long run), and other typical goal- 
objective distinctions can be safely ignored as immaterial to this discussion. 


Goals: What Are They? 


There are two major schools of thought regarding organizational goals. The first is that it is 
not an issue with which students of organizations need be concerned. In this view, the 
concept of goals simply sets the stage for inquiry into other matters, such as how 
subordinates can be made to conform with management's desire for increased productivity 
(Perrow, 1968: 305). What is more, the concept is seen by some to have been analytically 
fruitless. People have spent more energy trying to understand and operate organizations 
using a goals concept than it has been worth (Georgiou, 1973). The second view (and that 
of this volume) is that organizational goals are real, possess certain properties, and provide 
analytical benefits. To determine the nature of those properties and examine their benefits, 
one must answer the following questions: what are goals, where do they come from, and 
what is their impact on the organization and its design? We consider these questions 
throughout the chapter. 

Since the complexity of the subject is considerable, as we have already seen, the nature of 
organizational goals has never been described very crisply. Sull, we can point to a couple of 
important aspects. The first concerns their relevance for the organization; the second, their 
relevance for management. 


Goals and Organizational Domains 


Three decades ago, economists suggested that other organizational goals besides profit 
might be at least as important as it was. Similarly sociologists have tended to view 
organizations as “complex institutions with evolving goals and a ‘character’ of their own” 
(Perrow, 1968: 305). Etzioni (1961a: 71), for example, has defined organizational goals as 
“a state of affairs which the organization 1s attempting to realize.” He also acknowledges that 
organizations frequently serve more than one goal. However, such goals are (1961a: 265): 


. often set by a social unit . . . or external goal-setting collectivity . . . other than the 
organization itself. In addition, organizations which are committed to one paramount goal must 
often pursue quite different subgoals or tasks in order to achieve it. 


Thompson (1967) has suggested that the organization also deliberately engages the 
environment, rather than simply reacting to it, as implied by Etzioni’s statement. In 
particular, proposed Thompson, the organization establishes a domain. Domain “consists of 
claims which an organization stakes out for itself”’ (1967: 26). These claims are asserted in 
terms of the following: range of products produced, population of customers (actual and 
potential) served, and services rendered. 


Thus universities are universities, but their domains may range considerably; some offer 
astronomy courses, others do not; some serve local populations, others are international; some offer 
student housing and graduate education, others do not. No two firms in the oil industry are 
identical in terms of domain. Some refine petroleum and market gasoline and other derivatives; 
others buy and market gasoline and oil. Some operate in a regional territory; others are national or 
international. Some provide credit cards; others are cash and carry. [Thompson, 1967: 26] 
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Thompson points out that the /egitimacy of an organization’s domain depends on more than 
the organization’s claim. It must be granted by other members of the task environment 
(suppliers, competitors, customers, regulators, and so forth). The point to this, of course, is 
that legitimate domains reflect organizational intentions and aspirations. In short, they 
reflect organizational goals. 


Goals as Decision Constraints 


Actually, goals do more than merely reflect organization-environment relationships. They 
also show up in specific managerial actions. This, at least, is the approach taken by Simon 
(1957a; 1964), presented in this chapter’s second reading. Relying on his ideas, Cyert and 
March (1963: 117) define organizational goals as “‘a series of independent aspiration-level 
constraints.” In particular, these constraints are imposed on the organization by members of 
the organizational coalition. We recall that the term coalition is used because the enterprise is 
seen as “a coalition of participants with disparate demands, changing foci of attention, and 
limited ability to attend to all organizational problems simultaneously” (Cyert and March, 
1963: 43). 

This approach suggests that organizational goals should be viewed in terms of their 
relation to decision making. Specifically, say Cyert and March, there are two kinds of 
organizational variables—those that affect goals and those that affect expectations about goal 
achievement. Variables that affect goals are: 1. the composition of the organization’s 
membership, 2. the division of labor in decision making, and 3. the nature of problems facing 
the organization. Variables that affect goal expectations include: 1. the organization’s past 
goals, 2. the organization’s past performance, and 3. the past performance of other 
comparable organizations (1963: 115). 

In any event, the importance of goals is how they affect decision making (Cyert and 
March, 1963; Simon, 1964). Goals establish decision boundaries, determine mixes of 
resources and activities to be employed, and otherwise limit the decision maker’s options in a 
given situation. In short, organizational decision making is concerned with discovering 
“causes of action which satisfy a whole set of constraints” (Simon, 1964: 20). The 
constraints are organizational goals. 


The Readings 


Two articles have been selected for this chapter. Although many articles, papers, and books 
have been written about organizational goals, these two seem especially useful to our interest 
in designing organizations. In the first, “Organizational and Individual Objectives,” 
Professor Fremont Kast provides us with a comprehensive treatment of the subject. 
Employing a perspective that treats the organization as an open system, he focuses at three 
levels: 1. the environmental level—the goal constraints imposed on the organization by 
society; 2. the organizational level—the goals of the organization as a system; and 3. the 
individual level—the goals of organizational participants. Kast then discusses three aspects of 
goals that are important to organizational design: |. integrating individual and organiza- 
tional goals; 2. setting and implementing goals; and 3. managing goal conflicts. 

But be warned: the subject of goals is one of the most complex in organization theory. 
Kast’s discussion meets this complexity head on. Thus while we have streamlined the article 
quite a bit from its original form, a fair amount of complexity remains. Thinking about the 
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organization as an open system, with different levels (environment, organizational, 
managerial, individual) helps. 

The debt Kast’s treatment owes to the analysis of Barnard (1939), March and Simon 
(1958), and Simon (1964) is considerable. The question of whether organizations—or the 
people who populate them—have goals, the matter of means-ends relationships, and the basis 
on which people pursue goals are considerations taken up in this chapter’s second article, 
“On the Concept of Organizational Goals,” by Professor Herbert Simon. In particular, he 
notes that organizational goals are different from individual goals in important ways. 

Simon also explains (and for us this is probably his most important contribution) that 
organizational goals should be thought of as sets of constraints that apply to decision-making 
processes. Constraint-sets reflect the inducements and contributions important to organiza- 
tional members. That is, Simon’s view is that people contribute to organizational production 
on the basis of having received adequate inducement to do so. 

Finally, Professor Simon points out that organizations are characterized by a variety of 
goals, whose pursuit occurs simultaneously. 


Conclusion 
In summary, this chapter is concerned with the following questions: 
1. What exactly do we mean by the term, organizational goals? 


2. What kinds of goals do organizations pursue? 
3. How do goals affect organization design? 


ORGANIZATIONAL AND 
INDIVIDUAL OBJECTIVES 


FREMONT E. KAST 


Formal organizations are contrived social systems 
designed to accomplish specific purposes. The ten- 
dency to organize or cooperate in interdependent 
relationships is basic in human nature. Within the past 
several centuries, the growing importance of large 
groups or organizations has been one of the most 
pervasive phenomena (Stinchcombe, 1965). Organi- 
zations have been created in order to. achieve objectives 
that could not be accomplished by the individual or 
more informal groups. Getting to the moon, staging a 
massive effort to meet our health problems, and 
creating a multinational business require complex and 
sophisticated organizations. However, although orga- 
nizations are created by man to help him accomplish his 
purposes more effectively, they may generate many 
conflicts and problems. 

There are many different definitions of organiza- 
tions, but all reveal certain common elements. Organi- 
zations are oriented toward accomplishing goals. 
Knowledge and techniques are used in achieving these 
goals. Organization implies structuring and integrating 
activities—that is, people working or cooperating to- 
gether in interdependent relationships. The notion of 
interrelatedness suggests a social system. Therefore we 
can say that organizations are 1. goal-oriented, people 
with a purpose; 2. psycho-social systems, people inter- 
acting together; 3. technological systems, people using 
knowledge and techniques; and 4. an integration of 
structured activities, people working together. 

Throughout this discussion organizations will be 
considered as sociotechnical systems in interaction with 
their environment. Traditional management and orga- 
nization theory used a highly structured, closed-system 
approach. The bureaucratic model emphasized the 
development of a rational organization structure based 
on authority. Scientific management concentrated on 


improving the performance of technical tasks. Both 
took a very limited and closed view of the organization. 

Modern theory has moved toward the open-system 
approach. Drawing on the contributions of many 
modern writers, we can view an organization as an 
open, socio-technical system composed of a number of 
subsystems, as illustrated in Figure 3-1. The open- 
system view recognizes that the organization is in 
dynamic interaction with its environment and receives 
inputs, transforms these inputs in some way, and 
returns outputs. 

The organization can be viewed as an aggregate of 
several major subsystems. The organizational goals and 
values are one of the more important. The technical 
system refers to the knowledge required to transform 
inputs into outputs. Every organization has a psycho- 
social system that consists of individual behavior and 
motivation, status and role systems, group dynamics, 
and influence systems. The organization structure can 
be considered as another major subsystem intermeshed 


Subsystems 


Flow of material/energy/information 
———<—$—$—$<————— 


Figure3-1. Theorganization as an open socio-technical system 


Outputs 


Fremont E. Kast “Organizational and Individual Objectives,” Contemporary Management: Issues and Viewpoints, ed. Joseph W. McGuire 
(Englewood Cliffs, N.J.: Prentice-Hall), pp. 150-80. © 1974, Prentice-Hall, Inc. Adapted by permission. 
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between the technical and the psycho-social subsys- 
tems. Structure is concerned with the ways in which 
the tasks of the organization are divided (differen- 
tiated) and with the coordination of these activities 
(integration). The managerial system spans the entire 
organization by directing the technology, organizing 
people and other resources, and relating the organiza- 
tion to its environment. 

This open-systems view sets the framework for 
considering organizational and individual goals. The 
goals and values subsystem is of key importance in 
relating the organization to its environment, in deter- 
mining the nature of the technology and structure, and 
in establishing the relationships among people in the 
organization. 


What Are Goals? 


Simply stated, goals are the desirable results of organi- 
zational or individual activities. In this sense, goals 
include objectives, purposes, missions, deadlines, stan- 
dards, targets, quotas, and so on. However, the concept 
of a “goal” has acquired a variety of meanings, 
depending on the perspective of the writer. It is 
sometimes used to legitimize the role of the organiza- 
tion in society (the goal of General Motors is to make 
automobiles), or to provide a motive for the organiza- 
tion’s activity (General Motor’s goal is to make a 
profit). A goal may also be a specific accomplishment, 
such as manufacturing so many automobiles during a 
given time period. In another sense, goals may be 
considered as the set of constraints that the organiza- 
tion must satisfy; i.e., making profits for the stockhold- 
ers, meeting governmental safety standards, pacifying 
the environmentalists, and satisfying customers. [Edi- 
tor’s note: See the following article by Simon. | 

We need a more elaborate definition of goals that 
encompasses these various perspectives. Gore (1964: 
184—85) says that goals are: 


The objects toward which organizations direct their 
energies and concerns. If organization is a means of 
accomplishing ends beyond the capacities of individuals, 
goals are collective ends translated into socially meaning- 
ful terms. Often represented as being defined by action, 
goals also influence organized activity. . . . 


One of the major problems in the analysis of 
organizational goals is the distinction between the 
official goals and the actual operational goals. Official 
goals are often stated in broad, ambiguous terms to 
legitimize the activities of the organization. For exam- 
ple, the official goal of a mental institution may be to 
treat mental illness. However, the operational goals are 
those actually pursued. The mental hospital may 
provide little in the way of treatment and be geared 
instead to custodial care of patients. 


The type of goals most relevant to understanding organi- 
zational behavior are not the official goals, but those that 
are embedded in major operating policies and the daily 
decisions of the personnel. . . . These goals will be 
shaped by the particular problems or tasks an organization 
must emphasize, since these tasks determine the charac- 
teristics of those who will dominate the organization 
[Perrow, 1961: 854]. 


In studying organizational and individual goals, we 
face many additional conceptual difficulties. Do orga- 
nizations have goals or are goals the composite of 
individual goals? How are goals established and modi- 
fied? Who establishes the goals? Despite these and 
other questions we can agree on the importance of 
goals in organizational analysis. The efforts to achieve 
goals affects the ability of the organization to receive 
resource inputs from the broader society and thus 
légitimize its existence. They focus the attention of 
participants on actions that are organizationally rele- 
vant. They provide the standards for measuring suc- 
cess. They help determine the technologies and tasks 
required and also provide the basis for specialization of 
effort, authority patterns, communication and decision 
networks, and other structural relationships. The na- 
ture of the goals vitally affect the psycho-social rela- 
tionships within the organization. In effect, the goals set 
the basic character of the organization. Perrow (1970: 
171-72) says: 


They reflect more readily the uniqueness of organizations 
and the role of specific influences within the more general 
technological and structural categories. For goals are the 
product of a variety of influences, some of them enduring 
and some fairly transient. To enumerate some of these 


ORGANIZATIONAL AND INDIVIDUAL OBJECTIVES fal 


influences: The personality of top executives, the history of 
the organization, its community environment, the norms and 
values of the other organizations with which it deals (e.g., 
the “mentality of the steel industry”), the technology and 
structure of the organization, and ultimately the cultural 
setting. [emphasis added—ed. ] 


Management is vitally affected by the nature of 
organizational and individual goals. Chief executives 
generally establish the broad institutional goals that 
help relate the organization to its environment. Man- 
agement then translates these broad goals into opera- 
tional objectives. It provides means of control to 
measure the extent of goal accomplishment. It must 
continually deal with goal conflicts and find ways of 
satisfying the interest of many internal and external 
groups. Thus, management is vitally concerned with 
goal formation and implementation, and conflict reso- 
lution. But it is not omnipotent. Many goals and 
constraints are imposed on the organization by the 
external society and internal participants. 

This [article] will look more completely at a number 
of the issues raised in this introduction. The following 
topics are considered. 


e Organizational Goals— Three levels of analysis 

e Environmental Determinants of Organizational 
Goals 

Organizational Systems Goals 

Individual and Organizational Goals 

Integration of Individual and Organizational Goals 
The Role of Management in Setting and Imple- 
menting Goals 

e Managing Goal Conflicts 


Organizational goals can be considered from three 
primary perspectives: 1. the environmental level—the 
goal constraints imposed on the organization by soci- 
ety; 2. the organizational level—the goals of the 
organization as a system; and 3. the individual level— 
the goals of organizational participants. There ob- 
viously may be many goal conflicts among these three 
levels. However, there must also be a certain degree of 
goal compatibility if the organization is to survive. Each 
of these three levels is considered in detail in the 
following discussion. However, it is first necessary to 


consider whether or not organizations have goals 
distinct from those of individual participants. 

Organizations have already been defined as specific 
goal-seeking systems. This reification of the organiza- 
tion—attributing a concrete reality to a social system— 
is reflected in much of the thinking about organiza- 
tional goals. Perhaps the origins of this view stem from 
the classical economic theory of the firm, which 
considered the organization as a single entrepreneur— 
the goals of the firm and the entrepreneur are identical. 
Similarly in public agencies, the classical approach 
assumed that goals were determined by legislative 
action and the primary function of the agency was goal 
implementation. However, in reality there are many 
organizational participants—stockholders, executives, 
staffs, and other employees whose individual goals 
shape the activities of the organization. But we are left 
with a dilemma. If we do not accept the entrepreneural 
goal as the organization goal, what is the organization 
goal? Cyert and March (1963: 26) set forth this 
problem as follows: 


1. People (.e., individuals) have goals; collectivities of 
people do not. 

2. To define a theory of organizational decision mak- 
ing, we seem to need something analogous—at the 
organization level—to individual goals at the indi- 
vidual level. 


They also suggest a solution to this problem by 
conceptualizing the organization as a coalition. 


In a business organization the coalition members include 
managers, workers, stockholders, suppliers, customers, 
lawyers, tax collectors, regulatory agencies, and so on. In 
the governmental organization the members include ad- 
munistrators, workers, appointive officials, elective offi- 
cials, legislators, judges, clientele, interest-group leaders, 
and the like. In the voluntary charitable organization there 
are paid functionaries, volunteers, donors, donees, and 
others. [Cyert and March, 1963: 27] 


These organizational members have different and 
frequently conflicting goals. Thus the actual goals of 
the organization result from a conunuous bargaining- 
learning process by coalition members. 

This approach is followed throughout this article. 
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Organizations do have multiple goals that arise out of 
the continual learning-bargaining process of internal 
and external coalition members. These goals are fre- 
quently not officially stated and are often in conflict. 
There may be inconsistencies and ambiguities. The 
goal set of the organization is continually changing as a 
result of this learning-adapting process. 


In practice, goals are often set in a complicated power play 
involving various individuals and groups within and 
without the organization, and by reference to values 
which govern behavior in general and the specific behav- 
ior of the relevant individuals and groups in a particular 
society. [Etzioni, 1964: 7-8] 


The question remains, Who are the various mem- 
bers of the coalition and how do they influence the goal 
structure of the organizations? The open-systems 
model will be utilized as a framework for discussing this 
question. The organization is a subsystem of the 
broader society but it also contains internal subsystems 
of groups and individuals. We will therefore consider a 
hierarchical order moving from the environment, to 
the organization, to the individual levels. The bound- 
aries between these systems levels are not absolute and 
there is a high degree of interaction among them. 


ENVIRONMENTAL DETERMINANTS OF 
ORGANIZATIONAL GOALS 


The open-system view suggests that the organization 
receives resource inputs, transforms these inputs, and 
then returns outputs to the environment. The univer- 
sity receives appropriations, research grants, and stu- 
dents; transforms these inputs through its teaching, 
research, and service activities; and turns out trained 
graduates of many types, new research information, 
and a great variety of services. Every organization is in 
constant interaction with its environment. Even more 
important, it depends on this environment for its very 
survival. The goals that society prescribes for the 
organization are of vital importance. 

An important conceptual model for viewing the 
relationship between the organization and the broader 
society has been developed by Talcott Parsons (1951). 


He used a systems viewpoint to conceptualize society 
as a complex of interlocking systems ranging from 
individual personalities and small groups, through more 
complex organizations, to whole societies. The organi- 
zation is a subsystem of the broader society and its goals 
must be legitimized by that society. He says (1956: 
238): 


It seemed appropriate to define an organization as a social 
system which is organized for the attainment of a 
particular type of goal; the attainment of that goal is at the 
same time the performance of a type of function on behalf 
of a more inclusive system, the society. 


In this view the organization can survive only by 
meeting certain goals imposed by the society that 
legitimizes its activities. The organization is viewed as 
an instrument to accomplish society’s goals, whether it 
be a business firm or some other organization. 


In achieving its generalized objectives of stability and 
growth, in providing for its current activities and future- 
oriented projects, and in making its routine and strategic 
decisions, society makes use of the business firm as an 
instrument. [Chamberlain, 1968: 139] 


We have suggested that the broader socio-cultural 
environment imposes certain constraints on organiza- 
tions to insure that they accomplish social purposes. 
This legitimizes the activities of the organization and 
requires it to set its operational goals within this 
framework. We will now turn to the next level of 
analysis—the organizational systems goals. 


ORGANIZATIONAL SYSTEMS GOALS 


Organizational systems goals pertain to the purposes 
and desired conditions of the organization as a distinct 
entity (Perrow, 1970: 144). Self-perpetuation, a high 
rate of profit, stability of operations, growth, satisfac- 
tion of participants, enhancement of position in its field, 
technological leadership and innovation—all are exam- 
ples of systems goals. Systems goals are thus those 
states or conditions to which the organization aspires. 

It was suggested earlier that organizations have 
multiple goals rather than a single goal and that this 
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goal set is determined by bargaining among coalition 
members. Organizational goals cannot be understood 
merely by accepting officially stated goals but only by 
observing the actual policies of the organization and 
how they are implemented. Typically, official goals are 
stated in broad and ambiguous terms to allow for 
substantial discretion in operational goals. Organiza- 
tions, like other open systems, exhibit equifinality— 
they generally have many alternative means for ac- 
complishing systems objectives (Katz and Kahn, 1966: 
26-27). The organization has substantial discretion 
concerning the goals that it attempts to reach and also 
many alternative transformation functions to-accom- 
plish them. It must operate within the constraints 
established by environmental forces and by the need to 
maintain the contributions of individual participations 
(to be discussed in more detail later). 


The Organization as an Adapting, 
Goal-Satisficing System 

It was suggested earlier that organizations are learning, 
adapting systems that have muluple, sometimes con- 
flicting, goals. This view is in contrast to that of the 
organization as a rationally oriented, single-goal max- 
imizing system. Cyert and March (1963) provided the 
most comprehensive treatment of this approach in A 
Behavioral Theory of the Firm. They developed a 
comprehensive behavioral theory of organizational 
decision-making, one part of which is consideration of 
organizational objectives. For our purposes here their 
most essential views of organizational goals are: 


Organization as a Coalition 


The organization is a coalition of individuals and 
subgroups. These coalition members have both com- 
mon and conflicting interests. The inducements nec- 
essary to ensure the participation of these individuals 
and groups make for a variety of organizational goals. 
The goals of these coalition members are constraints on 
the organization. 


Basic to the idea of a coalition is the expectation that the 
individual participants in the organization may have 
substantially different preference orderings (1.e., individ- 
ual goals). That is to say, any theory of organizational 


goals must deal successfully with the obvious potential for 
internal goal conflict inherent in a coalition of diverse 
individuals and groups. [Cyert and March, 1963: 27] 


Formulating Goals Through Bargaining 


The actual operational goals of the organization are 
formed through the process of bargaining for induce- 
ments by the various coalition members. These “side 
payments” or inducements for participation take many 
forms: money, authority and power, personal satisfac- 
tion, and so on. Thus stockholders require profits, 
employees want decent wages and favorable working 
conditions, managers require power and _ prestige, 
customers demand quality products. Because the coali- 
tion and power of the various members change over 
time, the goals of the organization are continually 
shifting to reflect these changes. 


Satisficing Multiple Goals 


Goals of coalition members are frequently in conflict. 
Therefore it is never possible to maximize the goal of 
any individual or group. Rather, the organization seeks 
to satisfy the goals of all coalition members in order to 
maintain their participation. 


Modifying Goals Through Experience 


Individuals and organizations have aspiration levels for 
the attainment of their objectives. These aspiration 
levels are influenced by past performance in relation- 
ship to goals, past aspiration levels, and comparisons 
with reference groups. The individual or the organiza- 
tion attempts to satisfy goal aspirations that can be 
changed in terms of past learning experiences. As an 
individual example, the university student who is 
successful in his studies may raise his aspirations—he 
may decide to go on to graduate school. Similarly, the 
organization that has achieved its sales goals within a 
given year will usually adjust its sights upward. Lack of 
success in goal achievement usually results in a down- 
ward adjustment in aspirations—both for the individual 
and for the organization. 


Sequential Attention to Goals 


With a multiple, frequently conflicting goal set, the 
organization cannot maximize all its goals. Generally, 
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individuals and organizations devote sequential atten- 
tion to goals. They endeavor to upgrade accomplish- 
ment of goals that have not yet been satisfactorily 
attained. (Students will sacrifice many other goals to 
cram for final examinations.) Organizations will em- 
bark on cost reduction programs or safety programs 
without considering all the consequences in terms of 
downgrading other goals. In the Cyert and March 
model, particular goals receive attention only when 
achievement falls below the aspiration levels. This is 
one way for the organization to minimize goal conflict. 
Much of the time, the conflict remains latent because 
the focus is on different goals at different periods of 
ume. 


Organizational Slack 


The concept of organizational slack is useful in under- 
standing how organizations maintain equilibrium 1n the 
face of multiple goal demands and changing conditions. 
Slack can be defined as the difference between total 
organizational resources and the payments necessary to 
maintain the contributions of the coalition members. 
When environmental conditions are very favorable, 
the coalition members’ aspiration levels do not rise so 
rapidly as the available resources. These excess re- 
sources become organizational slack. Conversely, 
when environmental conditions become unfavorable, 
the slack becomes a cushion, permitting the organiza- 
tion to survive in the face of adversity. Conceptually, 
slack helps the organization maintain a dynamic equi- 
librium in the face of environmental turbulence. 


Managing the Coalition 


The primary executive function is to manage the 
coalition. Management, because of its authority posi- 
tion in the hierarchy and ability to allocate resources, 
has the key role of balancing the pressures from the 
various coalition members. It must satisfy their goals 
sufficiently well to retain their active participation. 
Management does not direct all organization activities 
toward the maximization of one omnipotent goal— 
such as profit maximization. Rather, it operates within 
the constraints of demands for goal satisfaction from 
many groups. /t must strive to maintain the dominant 
coalition to insure the survival, growth, and well-being of 
the organization. {emphasis added —ed. | 


The Cyert-March model suggests why organiza- 
tions have difficulty in setting forth specific overall 
goals. It is frequently impossible to get all members of 
the coalition to agree on specific objectives unless the 
overall objectives are stated in ambiguous, general, and 
rather broad terms. Most university presidents pro- 
claim their organizational goals to be creation of 
knowledge through research, dissemination of knowl- 
edge through teaching, and service to the community. 
These statements are sufficiently vague to keep all 
coalition members happy. However, they don’t help 
much in explaining why certain universities consis- 
tently make the top ten in the national football poll 
whereas others are recognized for their intellectual 
contributions. 


MEANS-ENDS CHAIN 


We have suggested that overall goal statements are 
usually very general. They are not operational in that 
there are no established criteria for determining how 
particular programs or activities contribute to these 
goals. These broad statements of purpose must be 
translated into operational objectives. Understanding 
the means-end chain helps us to see how broad goals are 
translated into operational objectives.! 

In analyzing goals it is also necessary to decide how 
they are to be accomplished, or what means will be used 
to attain them. In the organization, the relationship 
between means and ends is hierarchical. Goals es- 
tablished at one level require certain means for their 
accomplishment. These means then become the sub- 
goals for the next level, and more specific operational 
objectives are developed as we move down the hierar- 
chy. A fire department’s primary goal is to reduce fire 
losses by such means as preventing and extinguishing 
fires. These means then logically become the goals of 
the next level in the organization and lead to the 
creation of a fire prevention unit and a fire fighting 


1. For further discussion of means and ends see Simon, Administra- 
tive Behavior, pp. 62-66, March and Simon, Organizations, pp. 
190-93; Joseph A. Litterer, The Analysis of Organizations (New 
York: John Wiley & Sons, 1965), pp. 139-42; Martin K. Starr, 
Management: A Modern Approach (New York: Harcourt Brace 
Jovanovich, Inc., 1971), p. 208; and R. W. Morell, Management: 
Ends and Means (San Francisco: Chandler Publishing Company, 
1969), pp. 5-37. 
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unit. The means for carrying out these units’ goals 
might be the establishment of specific programs for 
locating water hydrants, educating the public, and 
geographically decentralizing fire stations. 

The hierarchy of goals and the means-end chain 
have important implications for organizational struc- 
ture. Generally, the division of labor and functional 
specialization within the organization is based on the 
means-ends chain. The business organization may have 
a sales department, finance department, and produc- 
tion department that have specific subgoals related to 
their functional areas. 


Goals at Different Levels 


Through the means-ends chain general goals are 
translated into increasingly specific operational goals. 
Complex organizations have several administrative 
levels with differing goals and activities. Parsons (1960: 
60-69) suggests that there are three levels in the 
hierarchical structure of complex organizations: the 
technical or production level, the managerial or inter- 
mediate level, and the institutional or community level. 

The mstitutional level relates the activities of the 
organization to its environmental system. The goals at 
this level are broad and provide substantial flexibility 
concerning the means for their attainment. 

The second level, the managerial, coordinates and 
integrates the task performance of the technical system 
to meet requirements set forth by the institutional 
level. The goals at this level are still fairly broad but can 
be stated in operational terms where performance can 
be measured, such as sales and production goals, bud- 
gets, and goals for program activities. 

The third level concerns the technical subsystems 
that are involved in actual task performance. The goals 
at this level are usually very specific, short term, and 
measurable. 

As we move from the institutional to the technical 
levels, goals and the means for their accomplishment 
become more specific, short-range, and measurable. 
The organization attempts to reduce the uncertainties 
in its basic technical operations by setting forth specific 
goals and means of accomplishing them. The manage- 
rial level performs a vital mediating function between 
the institutional and technical levels. [As we saw in 
Chapter 1, Thompson (1967: 12) suggests this role]: 


If the organization must approach certainty at the techni- 
cal level to satisfy its rationality criteria, but must remain 
flexible and adaptive to satisfy environmental require- 
ments, we might expect the managerial level to mediate 
between them, ironing out some irregularities stemming 
from external sources, but also pressing the technical core 
for modifications as conditions alter. 


Interdepartmental Goal Conflict 


In addition to differentiating and specifying subgoals 
through the means-ends chain on a hierarchical basis, 
subgoals are established for different functional units 
within the organization. In the correctional institution 
there are certain subunits whose primary responsibility 
is the confinement of inmates, whereas other subunits 
are charged with rehabilitation. In the business firm, 
the sales department’s goal is to increase sales, the 
production department’s goal is efficient, low-cost 
production, and the R & D department’s goal is the 
development of new products. There is substantial 
differentiation of activities based on subgoals for dif- 
ferent functional units. This leads to differences in 
structure, attitudes, and behavior; time perspectives; 
and interpersonal orientations for these different sub- 
units (Lawrence and Lorsch, 1967c). 

This differentiation frequently leads to substantial 
interdepartmental conflicts within the organization. 
Maximizing the goal accomplishments of one func- 
tonal department may entail sacrificing the goals of 
another department. Thus, maximizing the confine- 
ment goal in correctional institutions may be in direct 
conflict with other subunits that are seeking to rehabil- 
itate inmates. This, again, is another reason why the 
goal structure of the organization is never perfectly 
rational. The actual goals of the organization are a 
result of the power interplay among different organi- 
zational units and individuals. They are also continually 
being modified by environmental forces. The goal set is 
continually modifying and changing to reflect these 
forces. 


Goal Displacement 


One of the most difficult problems involves measuring 
how effectively goals are being met. When goals can 
be precisely stated, as frequently is the case at the 
technical level, goal accomplishment can be relatively 
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simple. However, with more general goals, the mea- 
surement becomes more difficult. For example, how do 
we measure how effective the university is in dis- 
seminating and creating knowledge? By number of 
graduates? By analysis of their life-time earnings? By 
the volume of research publications? By the win-loss 
record of the football team? 

Another of the difficulties that organizations face is 
overmeasuring specific quantitative goals and under- 
emphasizing more abstract, less easily measured goals. 

There are other forces that distort the goal structure 
of organizations. One of the more important 1s dis- 
placement of goals. Goal displacement stems from the 
need for the organization to differentiate activities and 
from the process of downward delegation of authority 
and responsibility. Sills (1970: 227) describes this pro- 
cess as follows: 


In order to accomplish their goals, organizations establish 
a set of procedures or means. In the course of following 
these procedures, however, the subordinates or members 
to whom authority and functions have been delegated 
often come to regard them as ends in themselves, rather 
than means toward the achievement of organizational 
goals. As a result of this process, the actual activities of the 
organization become centered around the proper func- 
tioning of organization procedures, rather than upon the 
achievement of the initial goals. 


Through this process, the official goals of the 
organization are neglected in favor of goals associated 
with building or maintaining the organization. Many 
writers on organizations have noted this process. 
Michels (1949), in his study of socialist parties and 
labor organizations in Europe, pointed out how the 
original goal of creating a democratic society was 
displaced by the desire to maintain the organization 
and the position of the leaders. The original means 
become the actual ends of organizational activity. 
Merton says that goals are displaced because the 
bureaucratic organization affects participants’ per- 
sonalities and causes them to adhere rigidly to rules and 
regulations for their own sake. “Adherence to the 
rules, originally conceived as a means, becomes trans- 
formed into an end-in-itself; there occurs the familiar 


process of displacement of goals, whereby an instru- 
mental value becomes a terminal value” (Merton, 
1957: 199). 

This phenomenon of goal displacement is most 
apparent in those situations in which the organizational 
goals are abstract and intangible. 


Intangible goals are expressions of intended states of affairs 
that do not adequately describe the desired states or the 
activities that would constitute their achievement. Such 
intangible goals do not provide adequate guidance for 
group action, and as a consequence, more tangible substi- 
tutes are developed. [Warner and Havens, 1968: 540] 


Participants stress adherence to rules and regulations 
(means) rather than adherence to the more abstract 
and less measurable goals. This problem is apparent in 
many social welfare agencies. For example, strict 
adherence to the rule of no welfare payments if there 1s 
an employable male in the household may actually 
create many adverse social and family problems and 
defeat the overall goals of the agency. 

This problem is not easily resolved. If organizational 
members are bound by rigid role prescriptions, rules, 
and regulations to guide their activities, and strong 
sanctions are used to enforce adherence, goal displace- 
ment will occur. The organization might work to 
more adequately develop the means-ends chains so that 
individual activities are related to ends. Attempts to 
translate the intangible, abstract goals into more mean- 
ingful desired states of affairs can be helpful. One such 
approach, management by objectives, will be discussed 
in a later section. 


INDIVIDUAL AND ORGANIZATIONAL GOALS 


We turn now to the third level of analysis: the goals of 
individual participants and their relationship to organi- 
zational goals. Organizations are established to ac- 
complish human purposes, purposes that could not be 
accomplished by individual action. It would be simple 
to assume that organizational goals and individual 


2. For an insightful discussion of goal displacement and related 
issues see Michel Crozier, The Bureaucratic Phenomenon (Chicago: 
The University of Chicago Press, 1964), pp. 175-208. 
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participant goals are complementary. This, in effect, 
was the assumption in classical economic theory and 
most traditional management theories. Employees 
were compensated through monetary and other in- 
ducements for their participation in meeting organiza- 
tional goals. This simple assumption of compatibility 
failed to recognize many bases for conflict between 
organizational and individual goals. First, man is much 
more complex than the rational economic man as- 
sumption. He has many needs and aspirations that are 
not easily met in purely economic terms. Second, the 
organizational goal set is not ideally rational; it is 
bounded by many discontinuities and ambiguities, as 
we saw in the preceding section. 

The early human relationists saw the need for 
greater emphasis on human satisfaction as well as on 
organizational technical effectiveness. Although they 
saw the need for ensuring greater human satisfaction, 
the need was viewed as a means for achieving better 
organizational goal accomplishment. Management 
should turn from emphasizing satisfaction of lower 
level physiological and safety needs and instead direct 
its attenuon toward satisfying higher-level social, sta- 
tus, and self-actualization needs in order to obtain more 
effective employee participation toward accomplishing 
organizational goals. Human satisfaction was a means to 
the organizational ends. 

[However, we raise a critical issue] when we 
question whether or not organizational goals and 
human needs are compatible. 


Thus, one of the major dilemmas of organizational 
psychology arises because policies and practices which 
insure organizational effectiveness often may leave an 
individual’s needs unsatisfied, or worse, may create prob- 
lems above and beyond the ones the person brought with 
him. He may become alienated, insecure, and bitter if the 
organization fails to fulfill minimum needs for security, 
maintenance of self-esteem, and opportunities to grow 
and develop. [Schein, 1970: 10] 


We should not overemphasize the possible conflicts 
between organizational goals and human satisfaction. 
As Etzioni (1964: 2) suggests, 


Within limits, happiness heightens efficiency in organiza- 
tions and, conversely, without efficient organizations 
much of our happiness is unthinkable. Without well-run 
organizations our standard of living, our level of culture, 
and our democratic life could not be maintained. Thus, to 
a degree, organizational rationality and human happiness go 
hand in hand. But a point is reached in every organization 
where happiness and efficiency cease to support each 
other. Not all work can be well-paid or gratifying, and not 
all regulations and orders can be made acceptable. Here 
we face a true dilemma.*5 


In the following discussion, we are not going to 
assume either that (1) organizational and individual 
goals are compatible, or that (2) organization and 
individual goals are contradictory. To a major extent 
they are both. Without a minimum degree of compat- 
ibility, organizations could not exist. But, total agree- 
ment 1s impossible and conflicts do exist. 


The Inducement-Contribution Concept 


The Barnard-Simon inducements-contributions model 
provides a basis for understanding the relationship 
between personal motives and organizational goals.* 
The basic aspects of this model are (March and Simon, 
1958: 84): 


1. An organization is a system of interrelated social 
behaviors of a number of persons whom we shall call 
the participants in the organization. 


2. Each participant and each group of participants 
receives inducements from the organization in return 
for which he makes contributions to the organiza- 
tion. 


3. Each participant will continue to participate in an 
organization only as long as the inducements of- 
fered him are as great or greater (measured in terms 
of his values and in terms of the alternatives open to 
him) than the contributions he is asked to make. 


4. The contributions provided by the various groups 
of participants are the source from which the 


*Ed. note: This model is the basis of the Simon article, immediately 


following. 
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organization manufactures the inducements offered 
to participants. 


5. Hence, an organization is “solvent” —and will con- 
tinue in existence—only as long as the contributions 
are sufficient to provide inducements in large 
enough measure to draw forth these contributions. 


The individual will continue to participate in the 
attainment of organizational goals only as long as the 
organization provides inducements that meet his per- 
sonal goals. This inducement may be direct if the goals 
of the organization have direct personal value for the 
individual—such as church membership or participa- 
tion in a voluntary charitable organization—or indirect 
if the organization offers personal rewards—money, 
status, position—to the individual in return for his 
contribution. The latter case is probably true for most 
employees in business organizations. 

In this model, once the individual has made the 
decision to participate, he accepts an organizational 
role. Thereafter, his role-enacting behavior is deter- 
mined by the organizational goals rather than his 
personal motivations (Simon, 1964: 11-19). The role 
prescriptions require that his actions be guided primar- 
ily by organizational goals. 


By whatever means the individual was originally mo- 
tvated to adopt the role in the first place, the goals and 
constraints appropriate to the role become a part of the 
decision-making program, stored in his memory, that 
defines his role behavior. [Simon, 1964: 11-19]? 


Reciprocation Between 
Individual and Organization 
Others have suggested an even stronger bond between 
the individual and the organization. There is a psycho- 
logical contract between the individual and the organi- 
zation that fulfills the goals of each. Levinson suggests 
that in modern industrial society there has been a 
loosening of family, small social group, and other 
psychological ties and that the work organization 


3. Simon recognizes that this concept is an abstraction and that 
personal motivations do have an important impact on role-enacting 
behavior. However, he sees this separation of organizational role 
from personal goals as being very useful in understanding organiza- 
tonal decision making. 


becomes increasingly important to man. “In a man’s 
movement from one neighborhood or community to 
another, the work organization is his thread of conti- 
nuity and may well become a psychological anchor 
point for him” (Levinson, 1965: 373). 

This view is somewhat similar to the inducement- 
contribution model, but recognizes even further the 
psychological needs for afhliation that the organization 
provides. It suggests that the psychological bond be- 
tween man and organization helps provide goal inte- 
gration. 

The importance of reciprocation becomes apparent 
when the psychological contract is broken. When the 
aerospace industry suffered a severe downturn, orga- 
nizations discharged many long-term employees, in- 
cluding managers and professionals. These employees 
had developed a high degree of loyalty and attachment 
to their organizations and the results of the lay-offs 
were devastating (both psychologically and economi- 
cally). We might hypothesize that the stronger the 
bonds of reciprocation, the more severe the problems of 
adjustment for the individual when these bonds are 
destroyed. Many managers, engineers, scientists, and 
other professionals had great difficulty accepting the 
fact of their dismissal. 


Internalization of Goals 


Internalization of organizational goals occurs when the 
individual develops a personal commitment in meeting 
organizational goals. This internalization is one of the 
most effective means of integration for it removes 
conflicts between organizational goals and individual 
motivation through the development of an organiza- 
tional personality. 


In this way, through his subjection to organizationally 
determined goals, and through the gradual absorption of 
these goals into his own attitudes, the participant in 
organization acquires an “organizational personality” 
rather distinct from his personality as an individual. The 
organization assigns to him a role; it specifies the particular 
values, facts, and alternatives upon which his decisions in 
the organization are to be based. [Simon, 1959: 1964] 


Although. this internalization represents the ideal 
match between organizational goals and individual 
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motivations, it is rarely fully achieved. Few participants 
make a full commitment toward meeting organiza- 
tional goals. There may be conflicts among the organi- 
zational role and other roles that the individual tries to 
fulfill. This conflict is particularly apparent among 
scientists and other professionals. Traditionally, in 
professions such as medicine and law, activities were 
carried out in a nonorganizational context in close 
interpersonal relationship with clients. Early literature 
on professionalism focused on the pattern of behavior 
of these independent professionals and how this dif- 
fered from that of bureaucrats or “organization men.” 
This traditional view of independence and autonomy is 
no longer appropriate for most modern scientists- 
professionals. They are affiliated with businesses, hos- 
pitals, governmental agencies, large law firms, and 
other complex institutions. “No profession has escaped 
the advancing tide of bureaucratization” (Vollmer and 
Mills, 1966: 264). 


DESIGN PROBLEM # 1: INTEGRATING 
INDIVIDUAL AND ORGANIZATIONAL GOALS 


Many modern writers interested in organizational 
behavior are concerned with the problem of integrat- 
ing individual and organizational goals. This section 
will examine very briefly some of the suggestions for 
more effectively meeting both organizational goals and 
individual needs. 


Power Equalization 


Most modern behavioral scientists emphasize the im- 
portance of more democratic, less authoritarian, less 
hierarchically structured organizations as a means for 
integrating individual and organization goals. They 
stress the need for ‘“‘power equalization” among orga- 
nizational participants. McGregor’s Theory Y, Li- 
kert’s interaction-influence system, Argyris’ emphasis 
on self-actualization, Shepard’s collaborative-consensus 
system, and Bennis’ suggestion of the inevitability of 
democracy in organizations all have an underlying 
emphasis on power equalization, participation, and 
more democratic leadership styles as a basis for inte- 
grating organizational and individual goals. They have 
a humanistic orientation that places high value on 


participant satisfactions rather than purely economic- 
technical rationality. 

Power equalization and more participative, demo- 
cratic organizations are thus fundamental for many 
writers. The question remains, however, how they can 
be accomplished. 


Changing the Individual, Group, and Organization 


Many behavioral scientists advocate restructuring and 
organizational change as a means for integrating indi- 
vidual and organizational goals. In their attempts to 
change individuals, groups, and organizations for bet- 
ter goal integration, they have developed many new 
approaches. Laboratory or T-group training is an 
attempt to make the individual more aware of his own 
behavior and the way he is perceived by others. This 
“people changing approach” helps the individual de- 
velop new attitudes, understanding, and behavior pat- 
terns. In the early development of laboratory training, 
individuals were sent to special training centers away 
from their organizations. More recently, these pro- 
grams are taking place “in house” within the organiza- 
tional setting. 

The Management Grid developed by Blake and 
Mouton (1964) incorporates many of the laboratory 
training approaches but integrates them with the 
organizational efficiency goals. Their grid recognizes 
the need for (1) concern for production, and (2) 
concern for people. The goal of their program is to 
bring about the system on their grid that they describe 
as, “A basic aim of 9,9 management, then, is to 
promote the conditions that integrate creativity, high 
productivity, and high morale through concerted team 
action” (1964: 42). 

The Management Grid is one example of the 
approach toward integrating individual and organiza- 
tional goals that can be termed organization develop- 
ment. Organization development programs emerged 
from the theory, research, and experiences at the 
National Training Laboratory (NTL) with their 
earlier emphasis on laboratory training (sensitivity or 
T-group). Organization development has taken as its 
main objective the resolution of the conflict between 
the organization goals and individual needs. As Beck- 
ard (1969: v) suggests, 
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Enterprise managers today are deeply concerned with the 
dilemma of how to (a) fully mobilize the energy of the 
organization’s human resources toward achievement of 
the organization’s performance objectives, and (b) at the 
same time, so organize the work, the work environment, 
the communications systems, and the relationships of 
people that individuals’ needs for self-worth, growth, and 
satisfaction are significantly met at work. 


Ideally, through the use of such a program the 
individual internalizes the organizational goals and a 
high level of reciprocation is realized. 

These approaches—laboratory training, the man- 
agement grid, and organization development— 
recognize the inevitability of goal conflicts and es- 
tablish a means of confronting conflicts based on 
interpersonal and group processes. Goal integration is 
not left to chance but is actively sought through a 
clearly planned and long range action program of 
change. ‘Planned change” is the by-word, with the 
behavioral scientists serving as the “change agent.” 


Human Asset Accounting 


The search for ways of relating individual and organi- 
zational goals ultimately involves the problem of mea- 
suring organizational performance. There are many 
problems associated with measuring how effective an 
organization is in accomplishing its goals (see Yucht- 
man and Seashore, 1967). The problems of measuring 
the achievement of participant goals within the organi- 
zation are even more difficult. 

There is a growing concern that traditional financial 
accounting measures only certain aspects of the per- 
formance of the organization and does not adequately 
consider many other vital factors. Likert (1967), for 
example, suggests that in evaluating organizational 
performance, much greater consideration should be 
given to the psycho-social system of the organization. 
Although there are many statements suggesting that 
“our people are our most important asset,” there is little 
or nothing done in the traditional managerial account- 
ing and reporting system to reflect this viewpoint. The 
typical balance sheet, profit and loss statements, and 
budgetary system do not reflect the value of the human 
assets nor the organization’s effectiveness in accom- 


plishing participant’s goals. Likert and others have 
suggested the need for a system of human asset 
accounting that would measure the current value of 
human asset and also indicate whether these are 
increasing or decreasing.* There are many difficulties 
associated with integrating human asset accounting 
within traditional accounting systems that cannot be 
covered in this brief discussion. However, this can be a 
very important development in measuring organiza- 
tional goal accomplishment. Organizations and indi- 
viduals do stress those goals that are measurable and for 
which they can be held accountable. A well-developed 
system of human asset accounting would provide the 
organization with more definitive and quantitative 
information on how effective it was in meeting partici- 
pant’s goals and would provide the basis for more 
effectively integrating organizational goals and human 
satisfactions. 

These, then, are just a few of the current steps taken 
to deal with the issue of integrating individual and 
organizational goals. The issues are complex and 
progress has not been rapid. However, these develop- 
ments do indicate important trends for the future. We 
will next look more specifically at the role of manage- 
ment in goal setting and implementing and in conflict 
resolution. 


DESIGN PROBLEM # 2: 
SETTING AND IMPLEMENTING GOALS 


Goals result from the learning-adapting response of the 
organization and are influenced by the various coalition 
members. Management plays a major role in actually 
setting operational goals and providing the resources 
for their implementation. The managerial system is the 


4. For further discussion, see R. Lee Brummet, William C. Pyle, 
and Eric G. Flamholtz, “Human Resource Accounting in Industry,” 
Personnel Administation, vol XXXII, no. 4 (July-August 1969), pp. 
34-46; Rensis Likert and David G. Bowers, “Organizational 
Theory and Human Resource Accounting,” American Psychologists, 
vol. XXIV, no. 5 (May 1969), pp. 585-92; and John Grant Rhode 
and Edward E. Lawler III, ‘“SHuman Resource Accounting: The 
Accounting System of the Future?” in Marvin Dunnett (ed.), Work 
in the Year 2001 (Belmont, Calif.: Wadsworth Publishing Com- 
pany, 1979). 
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key decision-making and integrating force for the 
organization. It must respond to environmental forces 
and to demands of internal participants in order to 
maintain a viable coalition. In the complex organiza- 
tion, power is dispersed to the various internal and 
external groups and top management is constrained in 
setting and implementing goals. Thompson suggests 
that the role of administration is co-alignment of these 
various forces: 


The basic function of administration appears to be 
‘co-alignment, not merely of people (in coalitions) but of 
instututionalized action—of technology and task environ- 
ment into a viable domain, and of organizational design 
and structure appropriate to it. Administration, when it 
works well, keeps the organization at the nexus of the 
several necessary streams of action. Paradoxically, the 
administrative process must reduce uncertainty but at the 
same time search for flexibility. [Thompson, 1967: 
157-58] 


This suggests that management has a vital role to 
play in charting the organization’s course and in 
responding to various forces. However, it is a mistake 
to suggest that the goals of management and the goals 
of the organization are one and the same. Certainly, 
management is one of the major elements in the 
coalition, but it is not the only element. Management’s 
power is never absolute. In the past we have mistakenly 
attributed the only goal of the business organization to 
be the profit maximization goal of owners. We should 
not make a similar mistake by associating organiza- 
tional goals and managerial goals as one and the same. 


The professional manager [responds] to a different 
set of influences (including his own motivations) from 
the owner-manager. Because of these differences in 
actual (rather than publicized) goals, the behavior of 
the organizations are different (Monsen, 1969: 47). 


Setting General and Specific Goals 


At the institutional level in most organizations, state- 
ments of objectives tend to be very general. Fre- 
quently, there is a demand that these goals be made 
clearer. For example, it is frequently suggested that 
[universities] should be able to specify more clearly 


broad goals, thus ensuring support from constituent 
groups and greater efficiency in accomplishment. Yet, 
there may be some functionality in maintaining a 
degree of vagueness in the overall organizational goals. 
If goals are stated in general terms, there is room for 
organizational participants to fill in details according to 
their own perception. Ultra-precision can destroy 
flexibility and make it more difficult for individuals and 
organizations to adapt to changing conditions. Some 
vagueness makes it possible to work toward goals by 
many different means. It may also facilitate compro- 
mise on the part of participants with diverse value 
systems. As long as people can read into organizational 
goal statements their own interpretation of the ends to 
be achieved, compromise is feasible. Thus tacit agree- 
ment is often reached with regard to both ends and 
means. At the institutional level, mediation and com- 
promise are essential ingredients in coordinating 
activity. 

However, it is necessary to translate these broad, 
general goals into more specific objectives at the 
organizational and technical levels. A major part of the 
managerial function is to translate these broad goals 
into more specific operational objectives for various 
functional areas and participants within the organiza- 
tion. This process helps to simplify the complexities 
and ambiguities and to reduce uncertainties. 


Management by Objective 


Many approaches have been utilized to integrate 
functional and individual goals with overall organiza- 
tional goals. “Management by objective” attempts to 
structure this relationship by setting forth established 
individual objectives and relating these to overall goals. 

Management by objective was first popularized by 
Drucker who suggested (1954: 53) that “Objectives 
are needed in every area where performance and 
results directly and vitally affect the survival and 
prosperity of the business.” He stressed the importance 
of establishing clearly defined objectives that guide and 
measure the performance of managers. Over the past 2 
decades many business corporations have adopted 
management by objective programs (Wikstrom, 
1968). Many of these programs started initially as a 
managerial performance-appraisal mechanism. How- 
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ever, many organizations have advanced to a much 
broader approach encompassing long-range planning, 
a system of control, and a primary basis of integrating 
the objectives of the organization with the objectives of 
individual managers. Although “management by ob- 
jective” sounds deceptively simple, in practice organi- 
zations adopting this approach have had to spend 
considerable time in modifying their structure and 
managerial system in order to make it effective. 
Studies of specific management-by-objective pro- 
grams suggest that such programs do improve com- 
munications, increase mutual understanding, improve 
planning, create more positive attitudes toward the 
evaluation system, help in utilizing management abili- 
ues, and promote innovation (Carroll and Tosi, 1970). 
However, there are also many problems associated 
with these programs. Many organizational adjustments 
are necessary if the program is to be successful. It 
requires long-term effort and is not a short-run pana- 
cea. It includes only managerial personnel and does not 
provide for other employees. In particular, it is often 
difficult to encompass the efforts of many staff groups 
within such a program. There is a tendency for 
managers to direct their efforts toward meeting only 
those objectives on which they are measured. Other, 
less quantifiable, objectives may be short-changed. It is 
often difficult to set forth clearly definable objectives 
under conditions of rapid change or environmental 
turbulence. There are many difficulties tying perfor- 
mance appraisal into the program. Finally, there may 
be many difficulties in requiring objective accomplish- 
ment under uncertain and adverse conditions. Execu- 
tives of companies that have established a manage- 
ment-by-objectives program declare that the program 
worked very well when environmental and competi- 
tive forces were favorable. However, during a business 
downturn, many managers thought they were held 
strictly accountable for accomplishing objectives over 
which they had limited control. Their programs did 
not adequately respond to new environmental condi- 
tions and instead of being a basis for positive motiva- 
tion, the programs became a source of major conflict. 
In spite of these difficulties, management-by- 
objective programs have been used successfully by a 
number of business organizations to integrate organi- 


zational and individual goals. Similar programs seem to 
be catching on in other types of organizations. For 
example, within school systems similar types of pro- 
grams have been advocated for setting goals and 
measuring accomplishment. 


DESIGN PROBLEM # 3: 
MANAGING GOAL CONFLICTS 


A rising level of conflict within our organizations and 
in other social interactions is an apparent phenomenon 
in modern society. Part of this conflict arises because of 
different perceptions of the need for organizational and 
social change. Existing goals and values are being 
seriously challenged and we have not developed new 
mechanisms for resolving conflict and integrating 
diverse goals. 

The increased awareness, education, and desire to 
influence the direction of our organizations and our 
society by many people are partial causes of this social 
conflict. Ways (1970) suggests that more people in our 
society are demanding the right to participate in all 
matters that affect their lives and they increasingly 
have the power to demand participation. “The general 
trend of twentieth-century society, particularly in the 
US., is toward a wider distribution of power, a 
broadening of participation by individuals in control- 
ling their own lives and work” (Ways, 1970:174). 
With differing individual and group values and goals, 
these demands for greater participation are bound to 
lead to greater conflicts within organizations and in 
society in general. 

It should be emphasized that these conflicts do not 
always arise because of differences in goals. They are 
frequently the result of different perceptions of reality, 
different role requirements for individuals within or- 
ganizations, and conflicts over means rather than ends. 
Nevertheless, management and administration in all 
types of social institutions must deal with these con- 
flicts and find new ways to solve them. 


CONCLUSION 


Throughout this [article] we have suggested many 
approaches for conflict resolution. Much of the work of 
the behavioral scientists is directed toward changing 
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the organization to be more compatible with partici- 
pant goals (and also changing participant values, atti- 
tudes, and behavior to be more compatible with 
organizational goals). Laboratory training, organiza- 
tion development, management by objective, and other 
specific programs take this approach. 

In conclusion, we return to the basic dilemma with 
which we began this article. Every organizational 
activity, from the small informal group to the large- 
scale business, governmental, or religious organization, 
requires that the individual subordinate some of his 
independence and discretion to organizational require- 
ments. He pays a price for his involvement in the hope 
of obtaining off-setting benefits. Although the organi- 
zation is a means for the fulfilling of the individual’s 
goals, it also requires him to direct his activities toward 
its ends. Any assumption that the business or any other 
organization should be able to satisfy all the goals of its 
participants and still accomplish its goals is in direct 
conflict with the requirements of organized behavior. 

Management must use effective motivation to secure 
cooperation from organizational participants and 
should give greater recognition to the satisfaction of 


higher-level needs. Total reliance on monetary 
rewards, fringe benefits, and employment security as 
the only vehicle for motivation drastically limits the 
inducements that the organization can offer. Yet it does 
not follow automatically that management can and 
should take on the responsibility for total fulfillment of 
all participant goals. The objectives of uniformity and 
efficiency in the business organization mitigate against 
the operation of a truly democratic administration. 
Without democratic processes, the corporations at- 
tempting to satisfy all human goals could easily become 
paternalistic, monolithic structures. When the business 
organization, with its hierarchical structure and less 
than full power-equalization, seeks to meet the total 
goals of the individual, it runs the grave risk of 
completely subordinating the individual’s freedom— 
not only in his work life but in his total life. Perhaps we 
would do better to recognize that man has many goals, 
some fulfilled by his participation in the business 
organization, some by other organizations such as 
educational institutions, churches, social groups, and 
families; some will not be fulfilled but will continue to 
be powerful motivators to higher levels of achievement. 


ON THE CONCEPT OF ORGANIZATIONAL GOAL 


HERBERT A. SIMON 


Few discussions of organization theory manage to get 
along without introducing some concept of ““organiza- 
tion goal.” In the classical economic theory of the firm, 
where no distinction is made between an organization 
and a single entrepreneur, the organization’s goal— 
the goal of the firm—is simply identical with the goal of 
the real or hypothetical entrepreneur. In general, it is 
thought not to be problematical to postulate that 
individuals have goals. If it is not, this solution raises no 
difficulties. 

When we are interested in the internal structure of 
an organization, however, the problem cannot be 
avoided in this way. Either we must explain organiza- 
tional behavior in terms of the goals of the individual 
members of the organization, or we must postulate the 
existence of one or more organization goals, over and 
above the goals of the individuals.! 

The first alternative is an attractive one. It protects 
us from the danger of reifying the organization, of 
treating it as a superindividual entity having an exis- 
tence and behavior independent of the behavior of its 
members. The difficulty with this alternative is that it is 
hard to carry off. The usual way it is attempted is by 
identifying the phrase “organization goals” with “goals 
of the firm’s owners” or, alternatively, “goals of the 
firm’s top management,” or “goals of those who hold 
legitimate authority to direct the organization.” 

But this solution raises new difficulties, for we often 
have occasion to observe that the goals that actually 
underlie the decisions made in an organization do not 
coincide with the goals of the owners, or of top 
management, but have been modified by managers and 


1. The present discussion is generally compatible with, but not 
identical to, that of my colleagues, R. M. Cyert and J. G. March, 
who discuss organizational goals in Ch. ii of A Behavioral Theory of 
the Firm (Englewood Cliffs, N.J.: Prentice-Hall, 1963). Their 
analysis is most germane to the paragraphs of this paper that treat of 
motivation for goals and organizational survival. 


employees at all echelons. Must we conclude, then, that 
it is the goals of the latter—of subordinate managers 
and employees—that are governing organizational be- 
havior? Presumably not, because the kinds of behavior 
taking place are not those we would expect if the 
managers and employees were consulting only their 
personal goals. The whole concept of an informal 
organization, modified by, but not identical with, the 
goals either of management or of individual employees, 
becomes hazy and ambiguous if we follow this path. 

Let us see if we can find a way between this Scylla 
and the Charybdis of reification. The first step toward 
clarification is to maintain a distinction between goals, 
on the one hand, and motives, on the other. By goals we 
shall mean value premises that can serve as inputs to 
decisions. By motives we mean the causes, whatever 
they are, that lead individuals to select some goals 
rather than others as premises for their decisions. In the 
next section we shall develop the concept of goal, 
defined as above. In subsequent sections we shall 
undertake to explicate the notion of organization goal 
and to clarify the relations between organization goals 
and personal motives. 

Before we can define “organization goals” we shall 
have to be clear on what we mean by “goals of an 
individual.” We shall begin by considering the latter 
question. 


GOALS AND DECISIONS: 
MULTIPLE CRITERIA 


Our discussion of goals will be much simplified if we 
have a definite model before us of the situation we are 
considering. In recent years in the field of management 
science or operations research, we have learned to build 
formal models to characterize even quite elaborate and 
complex decision situations, and to use these models to 
reach “optimal” decisions. Since many of these models 
make use of the tool of linear programming, we will 
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employ a linear programming framework to describe 
the decision situation. 

The opumal-diet problem is a typical simple linear 
programming problem. We are given a list of foods, 
and for each item on the list its price, its calory content, 
and its proportions of each of the minerals and vitamins 
relevant to nutrition. Then we are given a set of 
nutritional requirements, which may include state- 
ments about minimum daily intake of minerals, vita- 
mins, and calories, and may also put limits on maximum 
intake of some or all of these components. 

‘The diet problem is to find that sublist of foods and 
their quantities that will meet the nutritional require- 
ments at least cost. [That sublist] is called an optimal 
diet. 

What is the goal of the diet decision? It would be an 
appropriate use of ordinary language to say that the 
goal is to minimize the cost of obtaining an adequate 
diet, for [that] condition is the criterion we are 
minimizing. This criterion puts the emphasis on econ- 
omy as the goal. 

Alternatively, we might direct our attention pri- 
marily to the constraints, and in particular to the 
nutritional requirements. Then we might say that the 
goal is to find a nutritionally satisfactory diet that 1s 
economical. Although we still mention costs in this 
statement, we have clearly shifted the emphasis to the 
adequacy of the diet from a nutritional standpoint. The 
primary goal has now become good nutrition. 

Under some circumstances, we can, however, re- 
strict the set of diets that deserve consideration. 
Suppose that all the nutritional constraints are minimal 
constraints, and that we would always prefer, ceteris 
paribus, a greater amount of any nutritional factor to a 
smaller amount. We will say that diet A is “domi- 
nated” by diet B if the cost of diet B is no greater than 
the cost of diet A, and if diet B contains at least as much 
of each nutritional factor as does diet A, and more of at 
least one factor. We will call the set of diets that is 
undominated by other diets in that set the Pareto 
optimal set. 

Our preference for one or the other of the diets in 
the Pareto optimal set will depend on the relative 
importance we assign to cost in comparison with 
amounts of nutritional factors, and to the amounts of 


these factors in relation with each other. If cost is the 
most important factor, then we will again choose the 
diet that is selected by [the cost] criterion. On the other 
hand, if we attach great importance to [a particular] 
nutritional factor, we will generally choose a quite 
different feasible diet—one in which the quantity of 
[that factor] is as great as possible. Within the limits set 
by the constraints, it would be quite reasonable to call 
whatever criterion led us to select a particular member 
of the Pareto optimal set our goal. But if the constraints 
are strong enough, then the constraints will have as 
much or more influence on what diet we finally select 
than will the goal. For example, if we set one or more of 
the nutritional requirements very high, so that only a 
narrow range of diets also satisfy the budget constraint, 
then introducing the cost minimization criterion as the 
final selection rule will have relatively little effect on 
what diet we choose. 

Under such circumstances it might be well to give 
up the idea that the decision situation can be described 
in terms of a simple goal. Instead, it would be more 
reasonable to speak of a whole set of goals—the whole 
set, in fact, of nutritional and budgetary constraints— 
that the decision maker is trying to attain. To para- 
phrase a familiar epigram: “If you allow me to deter- 
mine the constraints, | don’t care who selects the 
optimization criterion.” 


MULTIPLE CRITERIA IN ORGANIZATIONS 


To show the organizational relevance of our example it 
is only necessary to suppose that the decision we are 
discussing has arisen within a business firm that 
manufactures commercial stock feeds, that the nutri- 
tonal requirements are requirements for hogs and the 
prices those of available feed ingredients, and that the 
finished feed prices facing the firm are fixed. Then 
minimizing the cost of feed meeting certain nutritional 
standards is identical with maximizing the profit from 
selling feed meeting those standards. Cost minimiza- 
tion represents the profit-maximizing goal of the 
company. 

We can equally well say that the goal of the feed 
company is to provide its customers with the best feed 
possible, in terms of nutritional standards, at a given 
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price, i.e., to produce feeds that are in the Pareto 
optimal set. Presumably this is what industry spokes- 
men mean when they say that the goal of business is not 
profit but efficient production of goods and services. If 
we had enlarged our model to give some of the prices 
that appear in it the status of constraints, instead of 
fixing them as constants, we could have introduced 
other goals, for example, the goal of suppliers’ profits, 
or, if there were a labor input, the goal of high wages 
(Simon, 1957b: 170-82). 

We may summarize the discussion to this point as 
follows. In the decision-making situations of real life, a 
course of action, to be acceptable, must satisfy a whole 
set of requirements, or constraints. Sometimes one of 
these requirements is singled out and referred to as the 
goal of the action. But the choice of one of the 
constraints, from many, is to a large extent arbitrary. 
For many purposes it is more meaningful to refer to the 
whole set of requirements as the (complex) goal of the 
action. This conclusion applies both to individual and 
organizational decision making. 


SEARCH FOR A COURSE OF ACTION 


Thus far, we have assumed that the set of possible 
actions is known in advance to the decision maker. In 
many, if not most, real-life situations, possible courses 
of action must be discovered, designed, or synthesized. 
In the process of searching for a satisfactory solution, 
the goals of the action—that is, the constraints that 
must be satisfied by the solution—may play a guiding 
role in two ways. First, the goals may be used directly 
to synthesize proposed solutions (alternative genera- 
tion). Second, the goals may be used to test the satis- 
factoriness of a proposed solution (alternative testing).? 

We may illustrate these possibilities by considering 
what goes on in the mind of a chess player when he is 
trying to choose a move ina game. One requirement of 
a good move is that it put pressure on the opponent by 
attacking him in some way or by preparing an attack. 


2. For further discussions of the role of generators and tests in 
decision making and problem solving, see A. Newell and H. A. 
Simon, “The Processes of Creative Thinking,” Contemporary 
Approaches to Creative Thinking, H. E. Gruber, G. Terrell, and M. 
Wertheimer, eds. (New York: Atherton, 1962), particularly pp. 
77-91. 


This requirement suggests possible moves to an expe- 
rienced player (alternative generation). For example, if 
the opponent’s king is not well protected, the player 
will search for moves that attack the king, but after a 
possible move has been generated in this way (and thus 
automatically satisfies the requirement that it put 
pressure on the opponent), it must be tested against 
other requirements (alternative testing). For example, 
it will not be satisfactory if it permits a counterattack 
that is more potent than the attack or that can be 
carried out more quickly. 

The decisions of everyday organizational life are 
similar to these decisions in chess. A bank officer who is 
investing trust funds in stocks and bonds may, because 
of the terms of the trust document, take as his goal 
increasing the capital value of the fund. This will lead 
him to consider buying common stock in firms in 
growth industries (alternative generation). But he will 
check each possible purchase against other require- 
ments: that the firm’s financial structure be sound, its 
past earnings record satisfactory, and so on (alternative 
testing). All these considerations can be counted 
among his goals in constructing the portfolio, but some 
of the goals serve as generators of possible portfolios, 
others as checks (Clarkson, 1963). 

The process of designing courses of action provides 
us, then, with another source of asymmetry between 
the goals that guide the actual synthesis and the 
constraints that determine where possible courses of 
action are in fact feasible. In general, the search will 
continue until one decision is found, or, at most, a very 
few alternatives. Which [decision] is discovered and 
selected may depend considerably on the search pro- 
cess, that is, on which requirements serve as goals or 
generators, in the sense just defined, and which as 
constraints or checks. 

In a multiperson situation, one man’s goals may be 
another man’s constraints. The feed manufacturer may 
seek to produce feed as cheaply as possible, searching, 
for example, for possible new ingredients. The feed, 
however, has to meet certain nutritional specifications. 
The hog farmer may seek the best quality of feed, 
searching, for example, for new manufacturers. The 
feed, however, cannot cost more than his funds allow; if 
it is too expensive, he must cut quality or quantity. A 
sale will be made when a lot of feed is feasible in terms 
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of the requirements of both manufacturer and farmer. 
Do manufacturer and farmer have the same goals? In 
one sense, clearly not, for there is a definite conflict of 
interest between them: the farmer wishes to buy 
cheap, the manufacturer to sell dear. On the other 
hand, if a bargain can be struck that meets the 
requirements of both [then in another sense] they do 
have a common goal. 

In later paragraphs we shall state some reasons for 
supposing that the total sets of constraints considered 
by decision makers in different parts of an organization 
are likely to be quite similar, but that different decision 
makers are likely to divide the constraints .between 
generators and tests in quite different ways. Under 
these circumstances, if we use the phrase organization 
goals broadly to denote the constraint sets, we will 
conclude that organizations do, indeed, have goals 
(widely shared constraint sets). If we use the phrase 
organization goals narrowly to denote the generators, 
we will conclude that there is little communality of 
goals among the several parts of large organizations and 
that subgoal formation and goal conflict are prominent 
and significant features of organizational life. The 
distinction we have made between generators and tests 
helps resolve this ambiguity, but also underlines the 
importance of always making explicit which sense of 
goal is intended. 


MOTIVATION FOR GOALS 


If by motivation we mean whatever it is that causes 
someone to follow a particular course of action, then 
every action is motivated—by definition. But in most 
human behavior the relation between motives and 
action is not simple; it is mediated by a whole chain of 
events and surrounding conditions. 

We observe a man scratching his arm. His motive 
(or goal)? To relieve an itch. 

We observe a man reaching into a medicine cabinet. 
His motive (or goal)? To get a bottle of lotion that, his 
wife has assured him, is very effective in relieving the 
itch of mosquito bites. Or have we misstated his 
motive? Is it to apply the lotion to his arm? Or, as 
before, to relieve the itch? But the connection between 
action and goal is much more complex in this case than 
in the previous one. There intervenes between them a 


means-end chain (get bottle, apply lotion, relieve itch), 
an expectation (that the lotion will relieve the itch), 
and a social belief supporting the expectation (that the 
wife’s assurance is a reliable predictor of the lotion’s 
efficacy). The relation between the action and the 
ultimate goal has become highly indirect and contin- 
gent, even in this simple case. Notice that these new 
complications of indirectness are superimposed on the 
complications we have discussed earlier—that the goal 
is pursued only within limits imposed by numerous side 
constraints (don’t knock over the other bottles in the 
medicine cabinet, don’t brush against the fresh paint, 
and so on). 

Our point is identical with the point of the venerable 
story of the three bricklayers who were asked what 
they were doing. “Laying bricks,” “Building a wall,” 
“Helping to erect a great cathedral,” were their 
respective answers. [he investment trust officer whose 
behavior we considered earlier could answer in any of 
these modes, or others. “I. am trying to select a stock for 
this investment portfolio.” “I am assembling a portfolio 
that will provide retirement income for my client.” “] 
am employed as an investment trust officer.”” Now it is 
the step of indirectness between the second and third 
answers that has principal interest for organization 
theory. The investment trust officer presumably has no 
“personal” interest in the retirement income of his 
client, only a “‘professional” interest in his role as trust 
officer and bank employee. He does have, on the other 
hand, a personal interest in maintaining that role and 
that employment status. 


ROLE BEHAVIOR 


Of course, in real life the line of demarcation between 
personal and professional interests is not a sharp one, 
for personal satisfactions may arise from the competent 
performance of a professional role, and both personal 
satisfactions and dissatisfactions may result from innu- 
merable conditions that surround the employment. 
Nevertheless, it is exceedingly important, as a first 
approximation, to distinguish between the answers to 
two questions of motive: ‘““Why do you keep (or take) 
this job?” and “Why do you make this particular 
investment decision?” The first question is properly 
answered in terms of the personal motives or goals of 
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the occupant of the role, the second question in terms 
of goals that define behavior appropriate to the role 
itself. 

Corresponding to this subdivision of goals into 
personal and role-defined goals, organization theory is 
sometimes divided into two subparts: 1. a theory of 
motivation explaining the decisions of people to partic- 
ipate in and remain in organizations; and 2. a theory of 
decision making within organizations comprised of 
such people (March and Simon, 1958: 83-111). 

In the motivational theory formulated by Barnard 
and me, it is postulated that the motives of each group 
of participants can be divided into inducements (aspects 
of participation that are desired by the participants) 
and contributions (aspects of participation that are 
inputs to the organization’s production function but 
that generally have negative utility to participants). 
Each participant is motivated to maximize, or at least 
increase, his inducements while decreasing his con- 
tributions, and this motivation is a crucial consideration 
in explaining the decision to join (or remain). But 
“Joining” means accepting an organizational role, and 
hence we do not need any additional motivational 
assumptions beyond those of inducements-contribu- 
tions theory to explain the ensuing role-enacting 
behavior. 


THE ORGANIZATIONAL 
DECISION-MAKING SYSTEM 


Let us limit ourselves for the present to situations 
where occupational roles are almost completely di- 
vorced from personal goals. If we now consider the 
organizational decision-making programs of all the 
participants, together with the connecting flow of 
communication, we can assemble them into a compos- 
ite description of the organizational decision-making 
system —a system that has been largely abstracted from 
the individual motives that determine participation. 

In the simplest case, of a small, relatively unspe- 
cialized organization, we are back toa decision-making 
situation not unlike that of the optimal diet problem. 
The language of “goals,” “requirements,” “con- 
straints,” that we applied there is equally applicable to 
similarly uncomplicated organizational situations. 

In more complicated cases, abstracting out the 


organizational decision-making system from personal 
motives does not remove all aspects of interpersonal 
(more accurately, interrole) difference from the deci- 
sion-making process. For when many persons in 
specialized roles participate in making an organization’s 
decisions, the total system is not likely to be monolithic 
in structure. Individual roles will differ with respect to 
the number and kinds of communications they receive 
and the parts of the environment from which they 
receive them. They will differ with respect to the 
evaluative communications they receive from other 
roles. They will differ in their search programs. Hence, 
even within our abstraction, which neglects personal 
motives, we can accommodate the phenomena of 
differential perception and subgoal formation. 

To make our discussion more specific, let us again 
consider a specific example of an organizational deci- 
sion-making system—in this case a system for control- 
ling inventory and production. We suppose a factory 
in which decisions have to be made about 1. the 
aggregate rate of production, that is, the work force 
that will be employed and the hours employees will 
work each week, 2. the allocation of aggregate pro- 
duction facilities among the several products the fac- 
tory makes, and 3. the scheduling of the sequence in 
which the individual products will be handled on the 
production facilities. Let us call these the aggregate 
production decision, item allocation decision, and sche- 
duling decision, respectively. The three sets of deci- 
sions may be made by different roles in the organiza- 
tion; in general, we would expect the aggregate 
decision to be handled at more central levels than the 
others. The real world situation will always include 
complications beyond those we have described, for it 
will involve decisions with respect to shipments to 
warehouses, decisions as to which products to hold in 
warehouse inventories, and many others. 

Now we could conceive of an omniscient Planner 
(the entrepreneur of classical economic theory) who, . 
by solving a set of simultaneous equations, would make 
each and all of these interrelated decisions. Decision 
problems of this kind have been widely studied during 
the past decade by management scientists, with the 
result that we now know a great deal about the 
mathematical structures of the problems and the mag- 
nitude of the computations that would be required to 
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solve them. We know, in particular, that discovery of 
the optimal solution of a complete problem of this kind 
is well beyond the powers of existing or prospective 
computational equipment. 

In actual organizational practice, no one attempts to 
find an optimal solution for the whole problem. Instead, 
various particular decisions, or groups of decisions, 
within the whole complex are made by specialized 
members or units of the organization. In making these 
particular decisions, the specialized units do not solve 
the whole problem, but find a “satisfactory” solution 
for one or more subproblems, where some of the effects 
of the solution on other parts of the system are 
incorporated in the definition of “satisfactory.” 

For example, standard costs may be set as constraints 
for a manufacturing executive. If he finds that his 
operations are not meeting those constraints, he will 
search for ways of lowering his costs. Longer produc- 
tion runs may occur to him as a means for accomplish- 
ing this end. He can achieve longer production runs if 
the number of style variations in product is reduced, so 
he proposes product standardization as a solution to his 
cost problem. Presumably he will not implement the 
solution until he has tested it against constraints 
introduced by the sales department—objections that 
refusal to meet special requirements of customers will 
lose sales. 

Anyone familiar with organizational life can multi- 
ply examples of this sort, where different problems will 
come to attention in different parts of the organization, 
or where different solutions will be generated for a 
problem, depending on where it arises in the organiza- 
tion. The important point to be noted here is that we 
do not have to postulate conflict in personal goals or 
motivations in order to explain such conflicts or 
discrepancies. They could, and would, equally well 
arise if each of the organizational decision-making roles 
were being enacted by digital computers, where the 
usual sorts of personal limits on the acceptance of 
organizational roles would be entirely absent. The 
discrepancies arise out of the cognitive inability of the 
decision makers to deal with the entire problem as a set 
of simultaneous relations, each to be treated symmetri- 
cally with the others (see Dearborn and Simon, 1958). 

An aspect of the division of decision-making labor 
that is common to virtually all organizations is the 


distinction between the kinds of general, aggregative 
decisions that are made at high levels of the organiza- 
tion, and the kinds of specific, item-by-item decisions 
that are made at low levels. We have already alluded to 
this distinction in the preceding example of a system 
for controlling inventory and production. When exec- 
utives at high levels in such a system make decisions 
about “aggregate inventory,” this mode of factoring 
the decision-making problem already involves radical 
simplification and approximation. For example, there is 
no single, well-defined total cost associated with a given 
total value of aggregate inventories. There will gener- 
ally be different costs associated with each of the 
different kinds of items that make up the inventory (for 
example, different items may have different spoilage 
rates or obsolescence rates), and different probabilities 
and costs associated with stock-outs of each kind of 
item. Thus, a given aggregate inventory will have 
different costs depending on its composition in terms of 
individual items. 

To design a system for making decisions about the 
aggregate work force, production rate, and inventories 
requires an assumption that the aggregate inventory 
will never depart very far from a typical composition in 
terms of individual item types. The assumption 1s likely 
to be tolerable because subsidiary decisions are contin- 
ually being made at other points in the organization 
about the inventories of individual items. These sub- 
sidiary decisions prevent the aggregate inventory from 
becoming severely unbalanced, hence make averages 
meaningful for the aggregate. 

The assumption required for aggregation is not 
unlike that made by an engineer when he controls the 
temperature of a tank of water, with a single ther- 
mometer as indicator, knowing that sufficient mixing 
of the liquid in the tank is going on to maintain a stable 
pattern of temperature relations among its parts. 
Without such a stable pattern it would be infeasible to 
control the process by means of a measurement of the 
average temperature. 

If one set of decisions is made, on this approximate 
basis, about aggregate work force, production rate, and 
inventories, then these decisions can be used as con- 
straints in making detailed decisions at subsidiary levels 
about the inventory or production of particular items. 
If the aggregate decision has been reached to make one 
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million gallons of paint next month, then other deci- 
sions can be reached as to how much paint of each kind 
to make, subject to the constraint that the production 
quotas for the individual items should, when added 
together, total one million gallons (see Holt et al., 
1960). 

This simple example serves to elucidate how the 
whole mass of decisions that are continually being 
made in a complex organization can be viewed as an 
organized system. They constitute a system in which 
1. particular decision-making processes are aimed at 
finding courses of action that are feasible or satisfactory 
in the light of multiple goals and constraints, and 2. 
decisions reached in any one part of the organization 
enter as goals or constraints into the decisions being 
made in other parts of the organization. 

There is no guarantee that the decisions reached will 
be optimal with respect to any overall organizational 
goal. The system is a loosely coupled one. Neverthe- 
less, the results of the overall system can be measured 
against one or more organizational goals, and changes 
can be made in the decision-making structure when 
these results are adjudged unsatisfactory. 

Further, if we look at the decision-making structure 
in an actual organization, we see that it is usually put 
together in such a way as to insure that the decisions 
made by specialized units will be made in cognizance of 
the more general goals. Individual units are linked to 
the total system by production schedules, systems of 
rewards and penalties based on cost and profit goals, 
inventory limits, and so on. The loose coupling among 
the parts has the positive consequence of permitting 
specific constraints in great variety to be imposed on 
subsystems without rendering their decision-making 
mechanisms inoperative. 


THE DECISION-MAKING SYSTEM 
AND ORGANIZATIONAL BEHAVIOR 


In the previous sections great pains were taken to 
distinguish the goals and constraints (inducements and 
contributions) that motivate people to accept organi- 
zational roles from the goals and constraints that enter 
into their decision making when they are enacting 
those organizational roles. On the one hand, the system 


of personal inducements and contributions imposes 
constraints that the organization must satisfy if it is to 
survive. On the other hand, the constraints incor- 
porated in the organizational roles, hence in what I 
have called here the organizational decision-making 
system, are the constraints that a course of action must 
satisfy in order for the organization to adopt it. 

There is no necessary Jogical connection between 
these two sets of constraints. After all, organizations 
sometimes fail to survive, and their demise can often be 
attributed to failure to incorporate all the important 
motivational concerns of participants among the con- 
straints in the organizational decision-making system. 
For example, a major cause of small business failure is 
working capital shortage, a result of failure to constrain 
actions to those that are consistent with creditors’ 
demands for prompt payment. Similarly new products 
often fail because incorrect assumptions about the 
inducements important to consumers are reflected in 
the constraints that guide product design. (It is widely 
believed that the troubles of the Chrysler Corporation 
stemmed from the design premise that car purchasers 
were primarily interested in buying a good piece of 
machinery.) 

In general, however, there is a strong empirical 
connection between the two sets of constraints, for the 
organizations we will usually observe in the real 
world—those that have succeeded in surviving for 
some time—will be precisely those which have devel- 
oped organizational decision-making systems whose 
constraints guarantee that their actions maintain a 
favorable balance of inducements to contributions for 
their participants. The argument, an evolutionary one, 
is the same one we can apply to biological organisms. 
There is no logical requirement that the temperatures, 
oxygen concentrations, and so on, maintained in the 
tissues of a bird by its physiological processes should lie 
within the ranges required for its survival. It is simply 
that we will not often have opportunities for observing 
birds whose physiological regulators do not reflect 
these external constraints. Such birds are soon extinct.3 


3. The relation between the functional requisites for survival and 
the actual constraints of the operating system is a central concept in 
W. R. Ashby’s notion of a multistable system. See his Design for a 
Brain, 2d ed. (London: Chapman, 1960). 
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Thus, what the sociologist calls the functional requi- 
sites for survival can usually give us good clues for 
predicting organizational goals; however, if the func- 
tional requisites resemble the goals, the similarity is 
empirical, not definitional. What the goals are must be 
inferred from observation of the organization’s deci- 
sion-making processes, whether these processes be 
directed toward survival or suicide. 


CONCLUSIONS 


We can now summarize our answers to the-question 
that introduced this paper: What is the meaning of the 
phrase “organizational goal”? First, we discovered that 
it is doubtful whether decisions are generally directed 
toward achieving a goal. It is easier, and clearer, to view 
decisions as being concerned with discovering courses 
of action that satisfy a whole set of constraints. It is this 
set, and not any one of its members, that is most accu- 
rately viewed as the goal of the action. 

If we select any of the constraints for special 
attention, it is (a) because of its relation to the 
motivations of the decision maker, or (b) because of its 
relation to the search process that is generating or 
designing particular courses of action. Those con- 
straints that motivate the decision maker and those that 
guide his search for actions are sometimes regarded as 
more “goal-like” than those that limit the actions he 
may consider or those that are used to test whether a 
potential course of action he has designed is satisfac- 
tory. 

When we come to organizational decisions, we 
observe that many, if not most, of the constraints that 
define a satisfactory course of action are associated with 
an organizational role and hence only indirectly with 
the personal motives of the individual who assumes that 
role. In this situation it is convenient to use the phrase 
organization goal to refer to constraints, or sets of 
constraints, imposed by the organizational role, which 
has only this indirect relation to the motives of the 
decision makers. 

If we examine the constraint set of an organizational 
decision-making system, we will generally find that it 
contains constraints that reflect virtually all the in- 
ducements and contributions important to various 


classes of participants. These constraints tend to re- 
move from consideration possible courses of action that 
are inimical to survival. They do not, of course, by 
themselves often fully determine the course of action. 

In view of the hierarchical structure that is typical of 
most formal organizations, it is a reasonable use of 
language to employ organizational goal to refer partic- 
ularly to the constraint sets and criteria of search that 
define roles at the upper levels. Thus it is reasonable to 
speak of conservation of forest resources as a principal 
goal of the US. Forest Service, or reducing fire losses 
as a principal goal of a city fire department. For 
high-level executives in these organizations will seek 
out and support actions that advance these goals, and 
subordinate employees will do the same or will at least 
tailor their choices to constraints established by the 
higher echelons with this end in view. 

Finally, since there are large elements of decen- 
tralization in the decision making in any large organi- 
zation, different constraints may define the decision 
problems of different positions or specialized units. For 
example, “profit” may not enter directly into the 
decision making of most members of a business orga- 
nization. Again, this does not mean that it is improper 
or meaningless to regard profit as a principal goal of the 
business. It simply means that the decision-making 
mechanism 1s a loosely coupled system in which the 
profit constraint is only one among a number of 
constraints and enters into most subsystems only in 
indirect ways. It would be both legitimate and realistic 
to describe most business firms as directed toward 
profit making—subject to a number of side con- 
straints—operating through a network of decision- 
making processes that introduces many gross approx- 
imations into the search for profitable courses of action. 
Further, the goal ascription does not imply that any 
employee is motivated by the firm’s profit goal, al- 
though some may be. 

This view of the nature of organization goals leaves 
us with a picture of organizational decision making that 
is not simple. But it provides us with an entirely 
operational way of showing, by describing the struc- 
ture of the organizational decision-making mechanism, 
how and to what extent over-all goals, like “profit” or 
“conserving forest resources” help to determine the 
actual courses of action that are chosen. 


CONCLUDING STATEMENT 


Where does all this leave us as far as organizational goals are concerned? We have seen that 
there are several aspects to the subject. What can we add? Let us conclude the discussion by 
emphasizing three things: the nature and characteristics of goals, their “mix” in the 
organization, and their inherent importance to the organization and its effective design. 


TYPES OF GOALS 


Despite the diverse analyses that the subject of organizational goals has received, at least one 
consistent theme has been sounded: organizations are characterized by several types of goals. 
It is important for us to know about some of these goal types, because they will help us relate 
goals to organizational design. And it is to this relationship that we are headed. 

It would be futile—and not particularly useful, for that matter—to try to report every 
attempt that has been made to describe the various types or categories of goals that 
organizations pursue. We can, however, do so for the principal ones. Table 3—1 summarizes 
the attempts reported here. 


Parsons 


One of the first attempts to specify the types of goals pursued by organizations was that of 
Talcott Parsons (1956; 1960: 45—46). Asa sociologist, Parsons views organizations as social 
systems, whose existence forms an integral part of the larger society. He therefore classifies 
organizations in terms of their principal societal functions. What is a function for the larger 
society is a goal for the organization: 


e Production. An orientation toward production is one toward producing goods and services 
that are consumed by society. 


TABLE 3-1 SELECTED GOAL TYPES 


Parsons Etzioni Cyert and March Gross Katz and Kahn Gross Perrow 
(1956, 1960) (1961) (1963) (1965) (1966) (1969) (1970) 
1. Production 1. Control 1. Production 1. Performance 1. Productive 1. Output 1. Societal 
2. Political (order- 2. Inventory goals (economic) goals 2. Output 
3. Integrative oriented) 3. Sales a. Producing 2. Maintenance 2. Support 3. System 
4. Pattern 2. Economic 4. Market output 3. Adaptive goals 4. Product 

maintenance 3. Cultural share b. Satisfying 4. Managerial- a. Adaptation 5. Derived 

5. Profit interests: political b. Management 
c. Acquiring c. Motivation 
resources d. Position 
2. Structural 
goals 
a. People 
b. Nonhuman 
resources 
c. Subsystems 
d. Internal 
relations 
e. External 
relations 


f. Coordination 
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e Political. Some organizations, and some subunits of one organization, are oriented toward 
political goals. Such organizations seek to generate and allocate power within the society. 

e Integrative. These goals reflect attempts to settle conflicts and motivate people to fulfill 
society's expectations. Courts and political parties are two of the more obvious examples 
of organizations oriented primarily to integrative goals. 


e Pattern Maintenance. Some organizations, or organizational subunits, pursue goals that 
contribute to continuity for the society. Churches, museums, schools, and libraries are 
especially active in pursuing pattern-maintenance goals. 


Etzioni 


For Etzioni (1961) organizations are different primarily because they have different types of 
control and compliance. Thus a prison, a manufacturing firm, and a church differ in 
important respects, because the kinds of control exercised are coercive, remunerative, and 
normative, respectively. On the other hand, the fundamental kinds of compliance, or 
obedience of members to organizational authority, are alienative, utilitarian, and moral, 
respectively. If we think about the organizations named and their members (convicts, 
workers, and ministers, for example), the attractiveness of Etzioni’s reasoning 1s apparent. 
According to Etzioni, the types of organizations named have different goal orientations. 
These he calls control, economic, and cultural. 


Cyert and March 


As we have noted, Cyert and March (1963) see the organization as a collection of coalitions. 
Specifying a coalition with precise clarity is next to impossible, since people tend to float 
from one coalition to another under different circumstances. Stull, coalition members can be 
identified in a general sort of way: 


In a business organization the coalition members include managers, workers, stockholders, 
suppliers, customers, lawyers, tax collectors, regulatory agencies, etc. In the governmental 
organization the members include administrators, workers, appointive officials, elective officials, 
legislators, judges, clientele, interest group leaders, etc. In the voluntary charitable organization 
there are paid functionaries, volunteers, donors, donees, etc. [Cyert and March, 1963: 27]. 


For Cyert and March, goals are formed through bargaining. Bargaining occurs among 
the various subcoalitions that comprise the overall organizational coalition. Because of the 
form that bargaining takes, the goals that are developed tend to have the following attributes 
(1963: 32): 


1. They tend to be inconsistent, both with each other and in terms of overall policy. 

2. Some goals are stated in terms of aspiration levels that serve as constraints (“we must 
allocate 10 percent of our total budget to research”). 

3. Some goals are stated in nonoperational terms. Nonoperationality, of course, reduces the 
chance of a goal being seen as inconsistent with another goal. The less well-specified a 
goal, the more leeway can be given to its interpretation. 


Cyert and March emphasize the importance of goals as constraints on organizational 
decision making. In particular, goals constrain decisions dealing with a business firm’s price, 
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output, and general sales strategies. Accordingly five goals are seen to be critical to 
organizational success (1963: 40—43). 


¢ Production. This is a goal that pertains both to the overall level of production and to the 
variability of that level. 


e Inventory. This goal reflects the desires of coalition members to achieve and maintain a 
level of finished-goods inventory that will allow the firm to cope with changing demand 
for the output. 


e Sales. Various members of the organizational coalition make demands that the organiza- 
tion meet some general criteria of sales effectiveness. The sales goal reflects these 
demands. This goal is simply an aspiration regarding the level of sales. It may be in terms 
of dollars, units, or both. 


© Market share. This goal either supplements or substitutes for a sales goal. Market share 
concerns coalition members’ demands for comparative success (vis-a-vis competitors, for 
instance) and growth. 


e Profit. Finally, the authors assume that coalition members desire a profit. That 1s, 
members want to accumulate resources, both for continued operation of the firm and for 
rewarding investors and creditors. This goal is usually linked closely to pricing and 
resource-allocation decisions. 


Katz and Kahn 


In 1966 a major volume on organization theory was published. Enutled The Social 
Psychology of Organizations, the work by Katz and Kahn is about organizations as open 
systems. In their attempt to formulate a conceptual basis for analyzing organizational 
structure and functioning, the authors look at organizations as subsystems of the larger 
society. They especially focus on the type of activity in which the organization is engaged 
(1966: 110-13). There are four principal types, and as in Parsons’ (1956, 1960) analysis, 
they have strong goal connotations. The goal categories consist of the following: 
productive /economic, maintenance, adaptive, and managerial / political. 

The authors see most organizations as primarily oriented to one or another of these goals. 
On the other hand, as an open-systems perspective reminds us, most organizations direct 
some effort toward the accomplishment of all the goals. 


B. Gross 


Bertram Gross (1965) also uses an open-systems perspective. As one interested in 
administrative theory, however, he is also concerned with the rational commitment of 
organizational resources—that 1s, with administrative planning. 

For Gross, the organization is composed of conflicting groups and interests.! Interaction 
and conflict revolve around two sets of goals, performance and structural: 


° Performance. Performance goals involve such efforts as producing outputs, satisfying 
interests, efficiently using resources, investing in the organizational system, acquiring 
resources, observing codes, and behaving rationally. 


1. While Gross does not say so, one suspects that his “groups” and “interests” are similar to Cyert and March’s 
(1963) coalitions. 
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¢ Structural. These goals have to do with organizational subsystems, internal relationships, 
values, and coordination. 


Gross argues that effective planning requires managers to seek a balance between clarity 
and vagueness in identifying those goals to which organizational resources are being 
committed in the planning process. Further he reminds us that effective management (and 
thus effective organizational performance) depends in large measure on a balance among 
various—sometimes conflicting — goals. 


E. Gross 


Edward Gross (1969) offers yet another set of goal categories. Following in the tradition of 
Parsons (1956, 1960), he notes that pursuing goals is the raison d’étre of organizations. This 
pursuit distinguishes formal organizations from communities, families, youth groups, and 
the like. 

Gross begins his treatment by reexamining Merton’s (1957) classic description of 
bureaucratic personality. He argues that many people have taken the idea of “bureaucratic” 
behavior (in the stereotyped, red-tape sense) to include any behavior that is not aimed at 
producing output. Frequently, however, circumstances require that a great deal of behavior 
be aimed at serving purposes other than output. Chatting and joking in a committee 
meeting, for example, are behaviors not directly aimed at producing output, but instead 
serve various group-maintenance functions (Bales, 1958). Based on this sort of analysis, 
Gross concludes that organizations are characterized by output-oriented goals (the 
conventional view of goals), and in addition goals that can best be thought of as supportive in 
nature. He offers an empirically based view that there are five major.types of organizational 
goals: 


¢ Output. Output goals are reflected in some product or service that intentionally affects the 
organization’s external environment. 


e Support. Support goals include the following: Adaptation, reflecting the organiza- 
tion’s need to come to terms with the environment(s) in which it exists. Management, 
reflecting decisions as to who should run the organization, the need to handle conflict, 
and the determination of priorities. Motivation, reflecting the organization’s requirement 
for satisfaction and loyalty among members, Position, reflecting the organization’s 
requirement to maintain its position in terms of the kind of place it is in comparison to 
other organizations. 


These five goal types (output plus the four support goals), concludes Gross, describe the 
ways in which organizational resources and energies are expended. Thus, depending on 
their resource-utilization patterns, organizations possess more or less complex goal 
structures. We will develop Gross’ idea of goal structure later in this concluding statement. 
What we call “goal mix” will be seen as an idea that is useful for designing organizations. 


Perrow 


The final set of goal types we should review is that presented by Perrow (1970). He 
observes that organizations are subject to many influences, including the personalities of key 
executives, community environment, norms and values of organizations with which one 
deals, and ultimately the cultural setting. As a result of these multiple influences, an 
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organization pursues multiple and varying goals. Perrow distinguishes five major categories: 


e Societal. Goals that concern the fulfillment of society’s various needs. 

¢ Output. These are goals that concern the organization’s different outputs. 

e System. Goals that determine the manner in which the organization will function are 
called system goals. The emphasis is on growth, stability, profits. 

e Product. Product goals deal with the characteristics of the output, particularly its quality 
and style. 

e Derived. Derived goals describe the manner in which the organization uses the influence 
and power that it generates in pursuit of other goals. 


Types of Goals: Summary 


Why have we spent so much time considering no less than seven separate sets of goals? 
There are two reasons. First, these are serious attempts by serious scholars to discover the 
ways in which organizational resources are spent. We should be familiar with these 
attempts. 

Second, all of these typologies—summarized in Table 3—1—remind us that organizations 
do not pursue just one major goal, such as profit or growth. Rather they pursue a variety of 
goals, many of which are only indirectly related to their outputs. And although differing in 
their specifics, the different sets of goal types share a common basis. They all reflect the idea 
that the organization is an open system—responding to environmental demands and 
opportunities, acquiring resources, producing outputs, and so on. In short, the sets of goal 
types all point to various directions in which organizational resources are spent. It is this 
latter point that leads us to issues of organizational design. 


THE IMPORTANCE OF GOALS 


Let us recall why we are concerned with goals. As we have noted, the essential character of 
organizations is “the pursuit of relatively specific objectives on a more or less continuous 
basis” (Scott, 1964: 488). Thus “the central concept in the study of organizations is that of 
the organizational goal. . . . It is the presence of a goal and a consequent organization of 
effort so as to maximize the probability of attaining the goal which characterizes modern 
organizations” (Gross, 1969: 277). Put simply, the organization is a social instrument 
established and designed to perform a task. Organizational rationality—and therefore 
goals—is inherent to such an entity. 

Being central to the existence and functioning of the organization, goals are important for 
their relationships with other organizational variables. As Scott (1964: 290) has put it, “the 
specific goals pursued will determine in important respects the characteristics of the 
structure” of the organization. We have stated that the theme of this book reflects this idea. 
Organizations are designed, continually redesigned, and operated to best accomplish their 
purposes under whatever conditions may prevail. Goals are the specifications to which the 
organization is designed. 

We conclude this Statement by summarizing some important characteristics of 
organizational goals and noting their relationship to various organizational properties and 
processes. 
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THINKING ABOUT GOALS: RECOMMENDATIONS 


To get a grasp on the concept of goals, it is helpful to remember some of its important 
aspects. In particular there are three questions that must be answered for organizational 
designs to reflect accurately the goals they are supposed to serve: What are goals, where do 
they come from, and how are they formed? Let us deal with these questions in order. 


What They Are 


Probably the best approach to thinking about organizational goals comes from Simon 
(1964), who maintains that they are rooted in courses of action taken by organizational 
members. A similar view is suggested by Etzioni (1964) and Perrow (1970). For them a 
“real” or “operative” goal—one that actually is being pursued by all or some part of the 
organization—is a state of affairs that the organization strives to realize by actively directing 
resources toward it. 

The idea of a real or operative goal is a useful one. It says that a goal exists if there is both 
intention on the part of someone, and action, in the form of resources being expended 
(Gross, 1969). Both intention and action are necessary. Otherwise there is no goal. 
Managers, for example, who say “I want my department to have a better safety record next 
year” (intention), and then do nothing about it (no action), have not expressed a goal; they 
have made a wish statement. 

On the other hand, an activity or other form of resource expenditure (action) in the 
absence of any purpose (intention) does not reflect an organization’s goal either. It is an 
organizational accident. 

Taking these ideas together, we see that a useful way of thinking about organizational 
goals is the following: 


Organizational goals represent a future state toward which all or part of i... organization is striving. 
This striving is reflected in activities of members and the utilization pattern of organizational 
resources. 


Obviously many activities occur in any organization. This means that organizational 
resources are utilized in many ways for many purposes. As we have seen, however, there is a 
developing body of evidence suggesting that only a few types of activities and resource- 
utilization patterns occur. 

These approaches to describing types of organizational goals share two important 
properties. First, each recognizes that organizations are characterized by a variety of goals. 
As ongoing social systems, organizations contain activities and resources directed to many 
purposes. But significantly, these purposes can be grouped into a small number of 
well-defined categories, or types. Second, output goals constitute only one type of goal. 
Although most explicitly articulated by Edward Gross (1969), in all cases the dichotomiza- 
tion of organizational goals into “output” and “support” goals is clear. 

As to what goals are, therefore, we offer two recommendations. First, consider goals as 
involving both intention and action. That is, a goal 1s real if it is actively pursued through the 
expenditure of resources, and if it is done on purpose. Second, remember that organizations 
pursue a small variety of goals. Thus the best way to think about goals is to think about 
various types of goals. 
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In the Readings and in this Statement we have offered several classification schemes. 
Personally, we recommend the types described by Gross (1969). First, they have come out 
of an extensive research project and therefore have some empirical basis. Second, they make 
a great deal of intuitive sense: organizations do produce output, they do spend resources to 
adapt to or cope with their surroundings. Further, they almost always contain activities and 
units, such as management teams, who spend time and effort in the management of the 
enterprise; they engage in efforts aimed at the motivation of organizational members, and 
they attempt to develop values, norms, and climates that contribute to a characteristic 
organizational Weltanschauung (position). Third, Gross’ types lend themselves nicely to 
dealing with problems of organizational design.” 

Readers are obviously free to choose the scheme that makes the most sense to them—or 
even generate their own. In any event, it is clearly no longer sufficient to think only in 
traditional terms of long-range versus short-range, or strategic versus tactical goals. 
Organizations spend scarce money, time, equipment, and other resources for producing 
their products. They also spend scarce resources in a variety of ways not directly involved in 
producing those products. 


Where They Came From 


The second question relevant to design concerns the source of organizational goals. 
Remember the old argument about where authority comes from? The classical writers 
contended that it comes from the top: an organization’s owners give authority to top 
management, who in turn delegate it on down the hierarchy. This is known as the top-down 
view. Then Barnard (1938) and Simon (1947) came along and argued that a leader’s 
authority is based on its acceptance by the followers. This is the bottom-up view. 

A similar argument has permeated the literature on goals. The traditional view is a 
top-down one: top management sets goals which are then pursued in varying detail by 
organizational members on down the line. The opposite view, although not as explicit as the 
former, is that goals merely reflect what people do. What people do depends on a variety of 
factors—not just what top management dictates. This is a bottom-up sort of view. 

So where do goals come from? The approach by March and Simon (1958), Cyert and 
March (1963), and Simon (1964) seems the most helpful. We have already discussed this 
approach at some length. Consequently we will be content with a brief reminder: 
organizational members form loosely-connected coalitions, coalitions that center around 
shared interests and activities.? Organizational goals—states or conditions that resources are 
being deliberately spent to attain—reflect these shared interests and activities. Hear the 
experienced voice of a university president: 


This job can beat a man down. There is no way to survive it without a sense of humor; there may 
also be no way to survive it happily without chucking it every once in a while. Organization charts 
show the president of a college on top, just a step below the financial angels. In actuality, a president 
is at the center of a web of conflicting interest groups, none of which can ever be fully satisfied. 
[John R. Coleman, quoted in the Wall Street Journal, April 24, 1974, p. 16] 


2. For an example of an organizational redesigning project that used this set of goal types, see Connor and 
Bloomfield (1977). This article 1s also reproduced in Chapter 13 of this volume. 


3. See Thompson (1967: 51-82) for an elaboration of this idea, with particular emphasis on organizational design 
implications. 
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How They Are Formed 


The means by which specific goals are formed are not thoroughly understood. There appear 
to be three distinct processes (Barrett, 1970), some or all of which may operate in a 
particular situation. Referring to Fig. 3—2, goal formation involves activities and states that 
contribute to the satisfaction of individual needs and drives (A) and those that contribute to 
creating the organization’s primary outputs (B). C is that subset of activities and states that 
contribute to both (Barrett, 1970: 3-5). 

In exchange processes, the individual contributes to the pursuit of overall coalition goals. In 
return, coalitions contribute to the individual’s goals. Figure 3—3 illustrates this relationship. 
Socialization processes involve individuals’ taking on some coalition goals as their own 
(shown in Figure 3—4). 

The third process involves a mutual accommodation between the individual and one or 
more coalitions. The means by which the individual contributes to coalition goals are chosen 
so as to allow the individual’s personal goals to be pursued simultaneously. Figure 3—5 
illustrates this process. 

However organizational goals are formed, it 1s clear that they are not all pursued with 
equal vigor at the same time. It is true, of course, that the organization may direct resources 
at a single ultimate goal (profit or growth, for example). Stull, pursuing a variety of different 
subgoals may be a necessary mediating step. This 1s. especially true in a large, multrunit 
organization, in which specialized units may pursue goals that are different from—but 
necessary to—the achievement of one or more major organizational goals. 


Individual Organizational 
goals objectives 
A B 
C 


Extent of goal integration 
Figure 3-2. Integrating individual and organizational goals 


Source: Jon H. Barrett, Individual Goals and Organizational Objectives (Ann Arbor: The University of Michigan Institute for Social 
Research, 1970), p. 5. 


100 Chapter 3 ORGANIZATIONAL GOALS 


Individual Organizational 
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The organization for 


contributes to 
individual goal 
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The individual 
contributing to 
organizational 
goal attainment 


Figure 3-3. Goal integration: exchange process 


Source: Jon H. Barrett, Individual Goals and Organizational Objectives (Ann Arbor: The University of Michigan Institute for Social 
Research, 1970), p. 7. 


The sequence with which an organization or its subunits pursues a goal will vary with 
changes in either external or internal pressures and conditions. For example, as coalition 
members seek to establish organizational or subunit goals, conflicts occur. These are usually 
resolved through compromise and sequential attention to goals (March and Simon, 1958; 
Etzioni, 1960, Cyert and March, 1963; Simon, 1964; Perrow, 1970). In essence, although 
the organization is attempting to realize several goals, it does not pursue them all with the 
same vigor at all times. 

We recall that coalitions often contain members who are located at the same or different 
levels of the hierarchy (or both). Since organizational goals are formed as a reflection of 
coalition interests, we have an answer to the question posed earlier, about where goals come 
from: they derive from the coalitions, neither exclusively from the top nor the bottom. 


Individual Organizational 
goals objectives 


Figure 3-4. Goal integration: socialization process 


Source: Jon H. Barrett, Individual Goals and Organizational Objectives (Ann Arbor: The University of Michigan Institute for Social 
Research, 1970), p. 9. 


Individual Organizational 
goals objectives 


Figure 3-5. Goal integration: accommodation process 


Source: Jon H. Barrett, Individual Goals and Organizational Objectives (Ann Arbor: The University of Michigan Institute for Social 
Research,1970), p. 13. ? 
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Figure 3-6. Situational conditions for organization Alpha 


GOALS AND ORGANIZATIONAL DESIGN 


The question that needs to be answered now is, “so what?” What does knowing about 
organizational goals tell us about organizations—that is, about organizational design? We 
can begin to get at answers to this question by employing the idea, noted earlier, that an 
organization has a structure, or mix, of goals that it pursues. 


The Mix of Goals 


Westarted this Statement by portraying goals as falling into a small number of categories or 
types. This approach leads to the following observation: organizations vary in the relative 
emphasis given to those different categories. That is, organizations differ in the degree to 
which they direct activities and resources toward the pursuit of goals within each class. This 
phenomenon is particularly apparent with respect to support goals. For example, some 
organizations, depending on the nature of the environmental situation in which they 
operate, direct relatively more activities and resources toward the pursuit and achievement 
of “adaptation” goals and relatively less toward “motivational” goals. We call this set of 
relative emphases—which is actually a set of relative priorities—the organization’s goal mix 
(Connor and Bloomfield, 1977). 

Asa concept, goal mix tells us about the importance that an organization attaches to each 
goal type. As we suggested, this set of relative importances usually reflects the situation 
within which the organization functions. Let us consider two extreme examples. In the first 
situation, the organization—call it Alpha—is operating under environmental conditions that 
are relatively stable. Social, political, and economic pressures have changed little in recent 
years, and show no sign of changing much in the forseeable future. Furthermore, the 
products that Alpha produces are unsophisticated, requiring a relatively low level of 
technology—1.e., requiring on the part of the employees a great deal of work that is 
repetitive, predictable, small in its scope, and altogether routine. Thus the employees 
themselves require a low level of specialized skill and education. Figure 3—6 indicates 
Alpha’s situation. 

In such an organization as Alpha, we would expect an emphasis on “output” goals.* That 
is, Alpha’s management would doubtless expend a large share of the organization’s resources 
in trying to produce its outputs as efficiently and with as little slack, or unused resources, as 
possible. March and Simon’s (1958) “machine model” of the organization would describe 
Alpha very well. With environmental, technological, and employee characteristics being as 


4. As we mentioned earlier, we prefer to use the typology set forth by Gross (1969). “Output” goals is one type. 
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Dimension Level 
Low High 


Environmental stability 
Technological complexity 


Employee skill level 
Figure 3-7. Situational conditions for organization Beta 


simple and predictable as they are, there is little need for many organizational resources to be 
spent on the support-class goals. 

If, for a second organization, Beta, conditions are sketched that are relatively opposite to 
those experienced by Alpha, it can be seen that different goals are emphasized. Beta operates 
under socio-political-economic conditions that are fairly dynamic: continually changing, 
frequently in unpredictable ways. Furthermore, the products of Beta are numerous and 
complex, involving a large number and variety of organizational resources to be assigned, 
scheduled, and coordinated. These products require nonroutine efforts to produce, 
requiring Beta’s employees to exercise the sophisticated skills they have acquired in their 
extensive professional training. Beta’s situation is represented in Figure 3—7. 

Beta, it is clear, needs to attend much more closely to dealing with changing 
environmental demands and maintaining high morale among its highly skilled employees 
than does Alpha. We would therefore expect that Beta would emphasize “support” goals 
much more than does Alpha. In brief, it is apparent that environmental, technological, and 
employee characteristics will have great impact on an organization’s goal mix. Probable goal 
mixes of Alpha and Beta can be illustrated, as in Figure 3—8, in which the goal types 
described by Gross (1969) are used. 


Goal Mix and Structural Design: Alpha and Beta 


In general, the complexity of organizational structure is directly proportional to the 
complexity of the organizational goals. For example, organizations that have very specific 


Goal Type Importance 
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Management 
Motivation 
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=—— — — Alpha 
Beta 


Figure 3-8. Organizational goal mix: Alpha and Beta 
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goals tend to have a relatively centralized authority structure (Scott, 1964: 493). On the 
other hand, consider an organization that is pursuing a highly complex set of goals. Such an 
organization will have a correspondingly complex structure. A multitude of levels, 
departments, teams, and task forces will be necessary to facilitate the accomplishment of 
those multiple goals (Thompson, 1967: 51-82). 

Thus we would expect organization Alpha to have a relative high level of formalization 
(many rules), since rules and regulations would serve to facilitate the performance of tasks 
with a minimum of wasted energy.’ Specifically, demands of both outside conditions and 
task requirements are stable, predictable, and routine. Responses to these demands can—and 
should—be equally stable, predictable, and routine. Rules and regulations help to create 
these responses. 

Second, the nature of the demands, together with the low skill requirements of the 
employees, makes decentralization (the use of judgment and discretion by subordinates) 
unattractive. So, Alpha’s level of centralization should be relatively high. 

Finally, Alpha is able—at least as far as our example goes—to have relatively few 
administrative levels (low vertical differentiation) and many subordinates reporting to an 
administrator (high horizontal differentiation). This recommendation is consistent with 
those preceding. The routineness of the tasks, the lack of discretionary behavior, the 
extensive rules governing task performance: these all mean that one manager can supervise a 
relatively large number of people. 

In brief, then, the conditions in which Alpha operates indicate that the organization will 
most likely have a relatively short and fat shape, a high degree of formalization governing 
task behavior, and a high level of centralized decision making. 

Different design conclusions are called for in the case of organization Beta. For Beta, high 
formalization could prove disastrous. Probably Beta’s managers will see to it that necessary 
guidelines are established; within these guidelines, however, employees will, owing to task 
and environmental requirements, exercise some discretion. Thus the level of decentralized 
decision making should be considerably higher than that in Alpha. Regarding differentiation, 
it turns out that many organizations in circumstances similar to Beta’s find it most effective 
to assign a relatively few number of individuals to a supervising manager. This arrangement 
is helpful for two reasons. First, the typical manager is unable to effectively supervise a large 
number of people performing a variety of complex tasks. Second, the relationship between a 
supervisor and a subordinate, especially if both are skilled professionals, is likely to be one of 
colleagues, rather than strictly superior-subordinate. Having only a few subordinates allows 
a manager to enjoy the benefits of such a relationship (Blau and Scott, 1962). 

In short, the conditions in which organization Beta operates suggest that it will most likely 
have a relatively tall and thin shape, a low degree of formalization governing task behavior, 
and a low level of centralized decision making. 

The differences between organizations Alpha and Beta can be illustrated by their 
structural-design profiles, as shown in Figure 3—9. 

The point of the foregoing example, then, is this: there are important differences between 
organizations Alpha and Beta in their settings, or contexts (cf. Pugh et al., 1963). These 


5. This and the next few paragraphs are based on Theo Haimann, William G. Scott, and Patrick E. Connor, 
Managing the Modern Organization, 3rd. ed. (Boston: Houghton Mifflin Co., 1978), pp. 258-60. 
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Figure 3-9. Structural-design profiles of organizations Alpha and Beta 


differences are seen by comparing Figures 3—6 and 3—7. Further, these differences are 
reflected in different goal mixes (Figure 3—8) and different structural design profiles 
(Figure 3—9). 

We do not mean to imply by the examples of Alpha and Beta that there is any one best 
way to design an organization, given a particular goal mix. There are probably several 
mix-design combinations that will prove successful for organizations. Rather, to paraphrase 
Perrow (1960: 174) the design issue is to ensure that such factors as environmental forces, 
technology, people, structure, and goals are all in harmony. This is what good organizational 
_design is all about. 


SUMMARY AND CONCLUSION 


We began this chapter by recalling in the introductory remarks that the basic design 
premise is organizational rationality. Put simply, this premise is that organizations are 
established, designed, and operated to perform tasks and to satisfy various needs and 
wants—in short, to accomplish goals. 

We then explored a variety of organizational goal characteristics (Kast), focusing at three 
levels: environmental, organizational, and individual. Three design problems were then 
discussed in that same article: integrating individual and organizational goals, setting and 
implementing goals, and managing goal conflicts. Next we examined (Simon) the role that 
goals play in constraining organizational (and individual) decision processes. 

Finally, in the concluding statement we focused on the character and importance of 
organizational goals. Various goal types were described, goal-formation processes were 
discussed, and the impact of goal priorities for organizational design was explored. 

Having begun the discussion of organizational design by focusing on its basic purpose, we 
turn now to an examination of some factors that constrain designers’ options. As noted in the 
example of organizations Alpha and Beta, designers especially need to take into account the 
nature of the environment in which organizational coalitions are pursuing their goals, the 
techniques and methods it must use, and the people it has available to use them. These 
constraints—environment, technology, and people—form the content of the next section. 
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Questions for Review 


According to Cyert and March, there are variables that affect goals, and there are 
variables that affect goal expectations. What are these variables? 
What are the four elements used by Kast to define what an organization 1s? 


. Kast defines the main differences between organizational goals at each of the levels used 


by Parsons: 

a. institutional-level goals 

b. managerial-level goals 

c. technical subsystems goals 

What are these differences? 

Kast reviews Cyert and March’s views of organizational goals. What are the main 
points within their view that distinguish their work from others? 

Outline the basic aspects of the Barnard-Simon inducements-contributions model. 


. What are some of the pros and cons of MBO programs designed to integrate functional 


and individual goals with overall organizational goals? 

Cyert and March, Etzioni, and Katz and Kahn define organizational goals using 
different bases. What are these? What organizational goals arise from each of these? 
What are the major categories of goal types postulated by Perrow? By Gross? 


. Why are goals important? 
10. 


We described three processes for integrating individual and organizational goals: the 
exchange, socialization, process, and accommodation processes. Describe the differ- 
ences between these. 


Questions for Discussion 


. Inhis opening paragraph, Kast contends that “the tendency to organize or cooperate in 


interdependent human relationship is basic in human nature.” Do you agree? Why? 
What do you understand by the phrase, “basic in human nature’? Is this encouraged in 
the American educational system? 

“A goal is real if it is actively pursued through the expenditure of resources, and if that 
expenditure is done on purpose.” How accurately does this statement reflect the 
hypotheses of some of the major theorists mentioned in this chapter? How accurately 
does it reflect your definition of a “real” goal? 


. Using the definition of a goal that seems soundest to you, examine your own current or 


past academic and professional life situations and assess what elements truly possess real 
goals, as you define them. 

Are you familiar with an organization that clearly reflects the differences between 
official and operational goals? How do these vary in this particular organization? What 
effect does this variation have on the organization? Does it have any direct effect on you? 


. What do you deduce to be the goals of your university? Describe them, using one 


particular theoretical system discussed in this chapter. In your opinion, does the 
university succeed in meeting these goals? How do you know whether the institution is 
effective or not? What criteria would you use to evaluate its effectiveness? 


10. 
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Kast refers to Merton’s view that “goals are displaced because the bureaucratic 
organization affects participants’ personalities and causes them to adhere to rules and 
regulations for their own sake.” ‘To what degree have you found or observed this to be 
true? 

In an organizational setting, should human satisfaction be a means to an end or an end in 
itself? Why? Which theorists do you think might support your view? 


. “No profession has escaped the advancing tide of bureaucratization,” it has been said. 
P P g 


What does this mean? Is this as universally true as the statement would have us believe? 
If so, what are the implications for the future of organization design? 

It has been said that “objectives are needed in every area where performance and results 
directly and vitally affect the survival and prosperity of the business.” Are they really 
needed in every area? Where do you think objectives are needed? Do any of the goal 
“typologies” discussed in this chapter help you respond to these questions? 

Evaluate March and Simon’s inducement-contribution theory in terms of its relevance 
to organizational design. How do you react to the theory as a student? How might you 
react to the theory as an employee? 


CASES FOR DISCUSSION 


CASE: BATES, BARKER & COMPANY (A) 


The Bates, Barker & Company, a major advertising firm located in New York City, offers two 
major professional services to its clients. It offers plans for the contents of an advertising 
campaign (slogans, layouts, basic selling points) and plans for the media (radio, television, 
newspapers, magazines, billboards) required to reach the best audience most efficiently. In 
addition, the company offers services such as aid in marketing and distribution of products 
and marketing research to test advertising effectiveness. Company income is derived by the 
various media or from fees paid directly by the client, usually a large production or 
commercial enterprise. The firm was formed into a number of departments, each concerned 
with a professional specialty—the members of each department having a certain profes- 
sional training in common. Individuals within each department were assigned work on the 
accounts of one or more clients. 

Work on each client’s account was coordinated by account management, consisting of 
account executives and account supervisors (senior account executives). The account 
supervisors reported to a vice-president who headed the Account Management Branch. 
Account executives were each assigned to one account. They acted as liaison between 
client and company and as coordinators of specialists within the agency who worked on their 
clients’ accounts. Account supervisors controlled the work of a number of account 
executives. 

The Creative Branch, headed by a vice-president, was concerned with the actual creation 
and production of advertisements and commercials. Members of the Copy Department 
wrote the scripts for radio or television commercials or wrote the copy (written parts) of 
printed advertisements. Members of the Art Department planned layouts of printed 
advertisements and arranged for the provision of appropriate illustrations if required. The 
Newspaper /Magazine Production and TV/Radio Production Departments took the rough 
advertisements produced by Copy and Art, put them in finished form, and arranged for their 
appearance in the mass media. For Newspaper /Magazine Production this meant arranging 
for reproductions of mats of advertisements to be made and forwarded to newspapers or 
magazines at the desired time. TV/Radio Production involved the preparation of filmed or 
taped commercials for distribution to local broadcasters. 

The Marketing Branch, headed by a vice-president, was concerned with the actual 
diffusion of advertising and of its effects. Members of the Media Department estimated which 
means of mass communication and which specific organs of communication (particular 
television programs, newspapers and the like) might reach the largest numbers of potential 
buyers of a product for the least cost and with the most impact. Media buyers then arranged 
for the purchase of air time or print space if their plans were approved by the clients. The 
Merchandising Department helped to sell the clients’ products by making exhibits, 
recommending new packages or means of distribution. The Research Department used 
survey research techniques to estimate potential markets and to attempt to evaluate 
advertising effectiveness. The Research Department included complete field and data 
processing sections. 

The Bates, Barker organization could be viewed as several systems of control and 
communication each interweaving with the others in complex and subtle ways. In the Bates, 


“Bates, Barker & Company”’ (A-E), adapted from Bates, Barker & Company, an unpublished case by Craig C. 
Lundberg. © 1964. Reprinted by permission of the University of Western Ontario. 
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Barker & Company, three main systems could be distinguished by the casewriter before 
reorganization: the organizational system, the client-centered systems, and the professional 
systems. 

The organizational system (organization chart) showed the three vice-presidents and the 
Traffic, Personnel, and Financial Departments having line responsibilities to the executive 
vice-president. The executive vice-president had line responsibility to the president, who in 
turn reported to the board of directors. Through these channels flowed messages of 
company maintenance, internal policy, personnel changes, and information about general 
organizational attitude in regard to clients. There is little in their contents to distinguish these 
messages from organizational communications in any other bureaucracy’ of similar size. 

Most messages funnelled through the organizational system flowed vertically. However, at 
the higher levels of the organization, horizontal communication tended to be more frequent 
as top management consulted with each other on matters of general firm interest. 

Client-centered systems were each concerned with contacts with and services for a given 
client. Account supervisors and account executives were the persons designated to act as 
the firm’s liaison with clients. In reality, a large amount of direct communication was also 
maintained by others in the firm with their opposite numbers in the client organizations. For 
instance, agency research personnel had frequent contact with the market research 
departments of clients; copywriters often were called directly by the advertising managers of 
the client for whom advertisements were being written. In addition to such relatively 
unstructured contact, creative workers and research personnel often presented their work 
directly to clients at meetings and had to defend the firm’s policy at these meetings. 

One account executive described his situation: ‘‘Control! Control! How the hell can | keep 
track of five or six prima donnas? Each of them (firm professionals in different specialties) 
tries to play up his big idea to the client and half the time | don’t know about it until a couple of 
hours later. If | were stronger | would make the whole pack of them come to me first and get 
approval first. Yes, before they did anything.” 

A few members were drawn from each specialty department in order to cooperate on work 
for agiven client. An examination of company files by the casewriter revealed that a relatively 
large amount of personnel had been transferred from one account to another. 

The professional systems were each located within one of the professional depart- 
ments— Copy, Research, Art, and so on. Each department was organized hierarchically with 
a director, perhaps an assistant director, and one to three other levels of responsibility. 
Professional communications were mainly concerned with questions of shared knowledge 
and technique; communications of a professional nature were widespread and pervasive 
within each department. Many friendships were based on similar professional backgrounds; 
additionally, aid and advice were shared, and matters of professional interest were 
disseminated through departmental meetings and seminars. 

Control in each professional system was exercised in two main ways —through control of 
professional promotions within the department and through supervision of work done by 
subordinates. For instance, in the preparation of a major advertising campaign for an 
important client, the head of the Copy Department would oversee the copywriters producing 
the advertisements. Using for legitimation a combination of organizational authority and 
claimed professional competence, he would scrutinize almost every word of the advertise- 
ments and would not let them be seen by those out of the department until he was satisfied. 

Because of the different (although interrelated) characteristics of each of these systems of 


1. Bureaucracy is used here in its technical meaning, referring to a large-scale formal organization designed upon 
principles of hierarchy of authority, rational procedures, and division of labor. 
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communication and control, a piece of work done by a specialist had a value—and 
sometimes a different value—in regard to each system. For instance, an advertisement 
written by a copywriter had one value in the organizational system, another in the account 
(client-centered) system, and yet another among his fellow copywriters. Although there was 
probably some interrelation, the bases of these judgments usually differed. For instance, a 
copywriter’s advertisement might please the client and yet be considered a sloppy piece of 
work by his colleagues. Or the results of a survey might horrify a client and yet could be a 
first-rate professional job. As one research supervisor said: 


The most discouraging part of this is that the account executives always want our findings to show 
positive results. You know: that our advertising is the best and that it’s selling soap. That it’s better than 
last year’s. But a lot of our research either shows nothing really positive or sometimes shows that our 
advertising is worse. There’s a lot of pressure to fudge around. | think my biggest job is to show people the 
truth, not to tell them what they want to hear. 


Remember, nobody cares how good our research is except us—the client and the company only want 
results. We're in business to sell soap and not to do sophisticated research; that is, as far as they’re 
concerned. 
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In 1963, a short period of time after the above had been written, Bates, Barker & Company 
experienced a rapid turnover in the major accounts handled by them. This turnover put a 
strain on the organization which prompted the top management to reconsider its objectives. 
This action in turn prompted an increased consciousness of a need for ‘flexibility’ in the 
firm. A company reorganization was one of the solutions advanced by top management to 
increase this flexibility. It was also hoped that this organizational change would result in 
increased cooperation and communication between specialists of different types. 


INSTRUCTIONS 


1. Given the present organization (Exhibit 1), how would you reorganize the company to 
meet management’s objective of increased flexibility? Draw an appropriate chart. 


2. Given the present client-centered system (Exhibit 2), how would you reorganize it to meet 
management’s objectives of increased flexibility, cooperation, and Communication? 
Draw an appropriate diagram. 


3. What action, other than reorganization, would you recommend that management take to 
achieve its objectives? 
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CASE: BATES, BARKER & COMPANY (B) 


The Creative Branch was reorganized as a first step toward management goals. The various 
creative departments (Art, Copy, the Production Departments) were dissolved; in their stead 
were formed several composite creative groups, each group being assigned the work of one 
or more specific clients. The memorandum noting this change stated that: 


This reorganization will allow our creative people to concentrate on and be responsible for all the creative 
work of the clients to which they will be assigned. We are certain that this change will allow us to give our 
clients more effective service. ' 


Shortly after the change in the Creative Branch, a similar reorganization of the Marketing 
Branch was undertaken. The stated purpose of this further change was to 


form marketing groups composed of small numbers of different marketing specialists who will work 
together on the problems of a few clients. These marketing groups will be similar to the groups recently 
formed by our ‘creative brethren.”’ 

. . . they will allow the different specialists in the Marketing Branch to be more closely coordinated and 
thus give clients better and quicker service. . . This reorganization will improve communications not 
only within the Marketing Branch but also with the Creative Branch and Account Management.? 


In brief, the existing service departments were disbanded and their personnel were formed 
into heterogeneous marketing or creative groups to help fulfill the goal of more tightly 
integrated client service. Service was now provided by formal, permanent client-oriented 
groups in place of less structured, shifting client assignments. 

Each group was assigned to a group supervisor, who was to be responsible both for 
internal coordination of work in his group and external coordination of contacts and 
communication. ‘‘External communication”’ is used here both in the sense of external to the 
agency (clients), and external to the specific group (communication with other service 
groups). 

One of the physical changes made in the Bates, Barker & Company was the moving 
together of personnel of the service groups into contiguous offices. 


INSTRUCTIONS 


1. Draw the reorganized chart of the Bates, Barker firm. 

2. What implications will the reorganization have? Specifically attempt predictions about: 

. the control of agency-client contacts. 

. professional communications. 

. communications between service groups. 

. the group supervisor's method for evaluating the performance of his subordinates. 

. efficiency of the operations. 

3. How successfully do you believe management will be achieving its aims by reorganizing? 
Explain. 


o0OQandcno ® 


1. Paraphrase (by the casewriter) of a staff memorandum, Bates, Barker & Company. 
2. Paraphrase (by the casewriter) of a staff memorandum, Bates, Barker & Company. 


CASES FOR DISCUSSION 113 


CASE: BATES, BARKER & COMPANY (C) 


Several important changes in the communication and control systems of the Bates, Barker & 
Company were observed by the casewriter after reorganization (see Exhibit 3). Among these 
changes were: 


1. Control increased over direct contact between agency personnel and clients. 

2. Professional communication decreased sharply. 

3. Communications between members of different service groups both decreased and were 
more closely controlled as compared with communications between members of former 
specialty departments. 


Control of Agency-Client Contact 


With a group supervisor coordinating the activities of each service group, the problem of 
control of client communications had been greatly simplified. Now, a group supervisor 
performed primary coordination on account work with the agency; he served as an 


Client—Company X 


Account 
supervisor 


Account 
executive 


Traffic 
Xx 


Creative 


group 
supervisor 


Marketing 
group 
supervisor 
X 


Research Media Merchandising 
X i X z x 


Newspaper/ 
magazine 
production 

X 


TV/radio 
production 
X 


Note: Width of line roughly indicates amount of contact. 


EXHIBIT 3 
Bates, Barker & Company (C) 
Client-centered organization (for Company xX) 


114 Section Two DESIGNS FOR WHAT? 


organizational censor who would not let any client communication out until it satisfied him. 
This meant that client contact could now be limited to account personnel and to group 
supervisors. Although this control was not as complete as had been planned, the amount of 
direct contact between agency personnel below the level of group supervisor and client 
personnel had diminished considerably. Relationships between client and agency were then 
restricted to fewer people whose efforts were more tightly coordinated. 


Decrease in Professional Communication 


One of the physical changes made in the Bates, Barker & Company was the moving together 
of the personnel of the several service groups into contiguous offices. This act, which 
symbolized the breakup of the old specialized departments, also served to make intra- 
professional communication more difficult. 

In addition to actual physical dispersion, reorganization signified that displays of particular 
skill or virtuosity not connected with satisfying a client’s needs would no longer meet with 
any institutional approval. In other words, professional competence as judged by non- 
professionals, rather than virtuosity as judged by other professionals, was rewarded. 


Decrease in Communication Between Service Groups 


As was the case for intraprofessional communication, communication between client- 
centered service groups had decreased sharply since agency reorganization. Partly 
because of physical distance and partly because of the increased emphasis on the client, the 
tendency had been for communications to cluster within each client-centered group. In 
effect, Bates, Barker & Company was now a group of semi-autonomous small advertising 
agencies which were coordinated and connected only at the higher levels of management. 

With each of the service groups separated both in space and in function, news and gossip 
flowed slowly among groups. As interest gradually became focussed on the service groups, 
this partial stoppage of information became even more complete. Official organizational 
channels of communication began to assume more importance as bearers of information 
about the condition of the agency. These channels were selective, however. Good 
news— approved and optimistic news—was emitted by management and circulated through 
organizational channels. Unpleasant news, such as firings of personnel as a result of 
temporarily poor business conditions, tended to be suppressed. 

In order to allow for passage of gossip and professional information, several informal and 
semi-covert channels of communication developed in the months following reorganization. 
At Bates, Barker & Company these “‘new’’ channels had existed before as part of the 
organization: now they were superfluous. The semi-secrecy of such communications at first 
was occasion for somewhat shocked jokes. Later, the very fact of their being not sanctioned 
meant that each person who participated in such communications subverted organizational 
goals. To this extent, the need for opening of such gossip and information channels marked 
an alienation from the organization and a movement toward divided loyalties, doubts, and 
guilts. 


Problems in Evaluating Performance of Subordinates 


Another situation which perturbed some company group supervisors soon after reorganiza- 
tion was that, within each of the heterogeneous service groups, there was often no 
meaningful basis of comparison of performance from one individual to the next. In the former 
professional groupings, work could be judged by comparison with the similar work of other 
professionals. But it was difficult to assess the competence of a copywriter as compared with 
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an artist, or a survey researcher with a person who buys television time. To judge the 
competence or usefulness of an individual in a client-centered service group it became 
necessary either to judge on personal factors—enthusiasm, friendliness, glibness, or their 
appearances—or else to compare the individual with his opposite number in another group 
(a practice not encouraged organizationally). Many of the client’s criteria of worth—for 
instance, how well a client responds to an individual—could no longer be used because of 
the limitation of client contact to relatively few members of service groups. 

Finally, the change in organization marked a shift from dual evaluations of work (both 
professional and client-centered) toward the single criterion of client satisfaction. This shift 
was organizationally useful in view of the relationship of the agency to its environment; an 
advertising agency must depend on clients’ satisfaction for its existence. However, this shift 
meant that judgments of individual output were now usually made by those who did not share 
an outlook with professionals. This tended to make such valuations seem somewhat 
impersonal and strange. Further, because non-professionals are often unable to appreciate 
specialized skills, the feeling grew that expediency rather than the intricacies of craft was the 
deciding factor in judgment (which was so in many cases). 


Increase in Efficiency of the Operations 


The immediate effect of reorganization was that efficiency of operation did increase if 
efficiency is expressed as coordinated manipulation and transmission of work and 
information. More or less routine matters were handled with fewer delays, mistakes, or 
omissions than before. In addition, clients now knew that, whenever one of the agency 
contact people stated fact or policy, this was an official and relatively final agency opinion. 
Thus, there seemed to be an immediate increase in the possibilities for rapport between each 
client and the agency which did not exist before. This effect had continued in the year since 
the beginning of the reorganization and, in organizational terms, seemed to be a useful 
innovation. 

At first, most of the personnel below top management levels tended to be worried and 
confused about themselves and their positions when reorganization was announced. This 
searching for some sort of anchor point was particularly acute during the time when offices 
were rearranged into service-group clusters. After this initial period, reactions among 
members of the agency varied in two ways which were associated with two major types of 
personal orientation to work and the company. 

One group (which we shall call ‘‘careerists’’) tended to think of their work in terms of 
organizational status and of work and friendship patterns as means to achieve material and 
social status. Most friendships of this sort were so called business friendships, that is, 
contacts and luncheon friendships which are the foundation of possible personal and 
business advantages. 

The other group (called ‘‘craftsmen’’ here) were concerned with their careers as well but 
viewed them in a somewhat different light. Craftsmen tended to think of careers in terms of 
the actual work and the satisfactions derived from creative production. And although some 
friendships are cultivated for the purpose of promotion, craftsmen generally tended to 
choose as acquaintances those who were also interested in the work done and its content. 
content. 

In brief, craftsmen and careerists were differentiated by the things which characterized 
their commitments to their work life. Careerists were committed to organizational status and 
power and to the use of institutional and personal means to achieve this. Craftsmen were 
committed to their work and the direct satisfactions derived from it and to the sharing of 
intraprofessional friendships. 
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INSTRUCTIONS 


1. Predict the possible behaviors the ‘‘craftsmen’’ and ‘‘careerists’’ will exhibit as a 
response to the new organization. 

2. How quickly will the ‘‘craftsmen’’ and the ‘‘careerists’’ respond to the new organization? 

What reasons might the ‘‘craftsmen”’ and ‘‘careerists’’ use to explain their behaviors? 

4. How severe will the ‘‘craftsmen’s”’ and ‘‘careerist’s’’ responses to the new organization 


be? 


wo 


CASE: BATES, BARKER & COMPANY (D) 


For the careerists, reorganization meant that the objects and contents of their business 
relationships changed somewhat but the essential course of their actions changed little. That 
is, different people’s decisions became binding and their work passed through new channels 
before it was finally approved. Immediately after reorganization most careerists spent a few 
anxious weeks assessing the effects of the changes on their chances for advancement 
within the company. A few careerists left the company a month or two after reorganization, 
mainly because they had been removed from protectors or because of budding conflicts with 
new superiors. Most of those who remained seemed to adjust to the organization changes 
with little apparent thought or bother—new communications with important people were 
soon arranged and new contacts were found and cemented. 

Initial reactions of the craftsmen to reorganization were essentially the same as those of 
the careerists. Most of them were concerned about the safety of their jobs and about the 
compatibility of their new bosses. Added to these fears, however, were additional ones about 
losing the friendship and support of their professional friends and colleagues. In asense, the 
craftsmen had clothed themselves with a sort of institutional mystique of craft. Many of them 
feared that they would not be respected for their professional skills as much as in their 
previous departments and that they might not do as well in the more general types of duties 
to be demanded in client-centered service groups. 

These immediate fears were to some extent groundless. Most professionals continued to 
do the same sort of work and there were few cases in which they needed to fear for their jobs. 
Group supervisors proved incompatible with their new subordinates in only a few cases. 

However, after several months many craftsmen found that they were becoming increas- 
ingly dissatisfied with their work. Mainly, the changes outlined previously affected these 
craftsmen to a much greater extent than they did careerists, the changes being alienation 
from professional colleagues and from the professional meaning of the work. This feeling of 
separation was summarized by a copywriter (craftsman) who left about five months after he 
had been assigned to a creative group: 


“| left because of the nitpicking of my copy. | left because nobody there who could get to the client stood 
up to him for anything. And | left because once | wrote something it was out of my hands more than at any 
other place | had ever been.”’ 


When the personal and interpersonal effects of the reorganization on agency members 
was examined, the results were somewhat different. One of the most immediate effects of 
reorganization was a feeling of loss and separation among many of the personnel. Old 
friendship patterns reinforced by close location and shared training and experiences were 
suddenly threatened. As one researcher (a craftsman) said shortly after the formation of 
marketing service groups: 
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‘| feel lonely since we have moved offices. There’s nobody to talk to except about business. You know, 
before this happened we used to have other research people look over our work and we used to talk 
about all sorts of other things. | don’t know why it is but | can’t seem to warm up to other people in this 
group. 

“Another thing, what do these people know about research? | can’t talk to them about what | do. So what 
do | talk about—sales figures?” 


One young researcher (a careerist) Summed up his feelings about the Research 
Department as follows: 


“Sure there have been lots of changes but it doesn’t make any difference to me. | just do my job, smile at 
my boss, and when | come home at night, it doesn’t make any difference to me.” 


A year after reorganization was completed, a fair number of the craftsmen in the Bates, 
Barker & Company had moved on to other jobs, mainly because of dissatisfaction with their 
jobs at the company. Those who stayed often did so with grumbling and complaint. Many 
seemed to be less closely tied to the company—they were more critical; they seemed to take 
less interest in their work and in Bates, Barker & Company’s fate. 

These changes which occurred in the Bates, Barker & Company after reorganization were 
rather complex. In general, there had been a lessening of integration within the organization. 
This decrease in integration had taken place mainly. among the craftsmen who began to 
grow away from the company within a few months after reorganization and had continued in 
this state of mind up to the time of writing (about a year after the beginning of reorganization). 
Careerists, however, seemed to have been affected relatively little. 


INSTRUCTIONS 


1. Explain the difference (if none show why) between your prediction and what actually 
occurred. 
2. Knowing what you do know about the case now what would you as an administrator do? 
3. Discuss how a manager can: 
a. Initiate and sustain organizational change. 
b. Measure organizational change. 
c. Measure the success of organizational changes. 
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INTRODUCTION TO SECTION THREE 


It would be nice, probably, if organization designers could fasten on the goals they wish their 
organizations to achieve—like railroad engineers fixing their eyes on a point down the 
track—and then design their organizations to those goals. Needless to say, organization 
designing is not that straightforward. For one thing, as we saw in the last chapter, goals are 
not fixed points off in the distance, attainable by means of a clearly specified path. 

The other reason why designing an organization is more complex than guiding a train 
along parallel steel rails is this: the factors that affect—that is, constrain—designers’ options 
are rather varied and complex. The purpose of this section is to examine three of the most 
potent constraints that affect designers’ ability to exercise their responsibilities. We open the 
section with Chapter 4, ‘‘Environment.’’ This chapter focuses on the ways in which 
organization designs may be constructed so as to match up with the requirements, 
demands, and opportunities that environmental conditions provide. 

Chapter 5, ‘‘Technology,’’ examines the means by which resources are processed in 
organizations. Further, the articles and concluding statement identify ways in which 
organization designs need to take technological characteristics into account. 

The last chapter in this section is Chapter 6, ‘‘People.’’ In this chapter we explore the 
impact that an organization’s membership may have on designers’ options. Chapter 6 points 
out the futility of considering people as some sort of passive resource to be utilized. People 
bring a dynamic of their own into the organizational setting—a dynamic that organization 
designers must respect if they are to be effective. 

In summary, the last section asked ‘‘what are organizations designed to do?’’ This section 
asks ‘“‘where are they going to do it, how are they going to do it, and with whom?” 
Organizational goals was, of course, the focus of the former question. Environment, 
technology, and people make up the focal points for the latter. 


A 
Crvironment 


INTRODUCTORY REMARKS 


We have seen that organizations have to be designed to do something—namely, to achieve 
their goals. The nature of an organization’s goal mix, therefore, is an important factor that 
organization designers must take into account. 

Also of importance to organizational design is the context—the environment—in which 
the organization is attempting to pursue its goals. Both the task environment and the 
societal /cultural environment, discussed in Chapter 2, are sources of demands, opportuni- 
ties, problems, and resources for the organization. If the organization is to survive and 
prosper, it must respond to its environment. That is, it must develop structures and 
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processes to meet those demands, take advantage of its opportunities, solve the problems it 
confronts, and acquire and process the resources it requires: 


An organization can survive so long as it adjusts to its situation; whether the process of adjustment 
is awkward or nimble becomes important in determining the organization’s degree of prosperity. 
{Thompson and McEwen, 1958: 25] 


The purpose of this chapter is to examine ways in which organizations are affected by 
environmental conditions. Further, the chapter explores ways in which organizations make 
their responses to those conditions. 


ORGANIZATIONAL ENVIRONMENT: WHAT IS IT? 


In order to see how organizations cope with environmental demands and opportunities, and 
design their structures and processes accordingly, it will be useful to examine the basic 
nature of the constraint.! Our examination focuses on three critical aspects: organizational 
boundaries, organizational domains, and specific characteristics, or dimensions, that are 
useful in distinguishing one set of environmental conditions from another. 


Organizational Boundaries: Are There Such Things? 


Most people will answer “yes” to the following questions: Are there people, processes, and 
activities that can logically be thought of as existing inside a particular organization? and Are 
there such things outside that organization? Such an affirmative answer suggests that to most 
people organizations have boundaries. Thus we usually draw pictures of organizations with 
solid lines around them (refer to Figures 1-2, 1-3, 2—3, and 2—4 for samples). 

Sull, we also acknowledge that organizations are systems—systems that are open to 
resources, demands, pressures, and other phenomena “outside.”’ So the question arises: if we 
think of organizations as sort of social ecosystems, isn’t it arbitrary at best, and even 
incorrect at worst, to think of some phenomena as being outside—and some inside—an 
organization? Should the president of a state university consider the legislature as “outside” 
the university organization? How helpful is it for a production supervisor to view the 
quality-control staff as “‘outside” his or her organization? This, in short, is the problem of 
boundary definition. Specifying the boundary of an organization is akin to specifying the 
boundary of a cloud (Starbuck, 1976). The lines are fuzzy —especially when there is a great 
deal of movement, change, and other turbulence. 

In dealing with organizations, of course, the problem is even worse than with clouds. To 
the degree that an organization is interdependent with other organizations, its “boundaries” 
are even fuzzier and more ambiguous. Thus the task of merely discussing something called 
organizational environment is made difficult by the problem of deciding where the 
organization leaves off and the environment begins. 

However, our purpose here is not to consider various philosophical nuances of the subject. 
We are interested in organization design. Therefore, let us use the following approach: 
environmental phenomena are those that occur outside the set of roles and authority relationships 


1. This section follows the lead of Miles, Snow, and Pfeffer (1974); its treatment is indebted to their analysis. 
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that comprise the organizational framework. To say that organizations are interdependent 
with some such phenomena, or that certain organizational members are charged with 
reacting to, or even affecting, those phenomena, does not refute the meaning of external 
environment. Rather such a statement recognizes an organization-design reality: organiza- 
tions contain roles and mechanisms to deal with phenomena that are perceived to be 
“external” (Weick, 1969). It is that perception that guides design decisions. Thus the 
philosophical point—the point as to whether something called an external environment 
exists—is moot. The managerial perception of that environment is real. Its design 
consequences are therefore real. 


Organizational Domains 


For design purposes we can (and should, for that matter) feel comfortable with the idea that 
organizations have boundaries. Wemust, however, focus our attention a little more closely 
if that idea is to be helpful. Specifically we should focus on that part of the external 
environment in which the organization purports to operate. It does little good (for making 
design decisions, at least) to try to examine every aspect of the larger society, culture, or 
civilization in which the organization is located. Such elements are not unimportant, of 
course. But their impact on design decision 1s indirect at best. Thus we begin to narrow our 
focus by examining what Levine and White (1961) and Thompson (1967) call the 
organization’s domain. 


The Nature of Domain 


We have discussed the notion of domain before, in Chapter 3. Recall that by the term 
organizational domain we mean the claims that the organization has staked out for itself. 
These claims are asserted in terms of the following: 1. the range of products (goods or 
services) the organization produces; 2. the population of actual or potential customers 
served; and 3. services rendered. 

By establishing a domain, the organization determines its pattern of interdependence with 
various environmental elements (Miles et al., 1974). By staking out the kinds of claims 
mentioned above, the organization places itself in mutually dependent interaction with 
suppliers, customers, regulatory agencies, unions, competitors, allies (such as in industry 
associations), and so forth: 


For example, if the organization decides to be a general hospital, it defines a pattern of 
interdependence with environmental elements that may be distinctly different from a hospital 
specializing in only a few major ailments. [Miles et al., 1974: 250] 


The interdependence with which the organization must deal is of two types: input and 
output. On the input side, the organization depends on suppliers of necessary resources. 
These suppliers may be other business firms from whom the organization acquires raw 
material; financial institutions from whom needed capital is procured; or unions, which serve 
as a source of labor. On the output side, the organization may depend on institutions that 
provide transportation channels by which the organization’s output may be dispersed. 
Similarly, the organization must form working relationships with distribution agencies, such 
as the stores in which its products are sold. And for the transportation and distribution 
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organizations, of course, the organization under discussion provides an input. Thus are 
mutual dependencies established. 

[Incidentally, now is as good a time as any for a reminder: when we speak of an 
organization, we mean anything from the whole multinational conglomerate to the 
cost-accounting department. Thus General Motors, as a total organization, has boundaries, 
establishes a domain, and is designed. It is equally true that the cost-accounting department 
in the AC Sparkplug Division has a boundary, establishes a domain vis-a-vis the rest of the 
Division, and is designed. After all, the cost-accounting department must acquire resources 
(in the form of a budget, personnel, and equipment, for instance) and deliver a product. 
Further, that product must be accepted by its “customers” (top management). In other 
words, whenever we speak of designing an organization we mean designing a department, 
field office, division, or whatever. | 


Domain Legitimacy 


For an organization simply to assert the existence of a domain is not sufficient. That assertion 
must be agreed to by those groups and institutions who are affected. Thompson (1967: 28) 
put it this way: 

The establishment of domain cannot be an arbitrary, unilateral action. Only if an organization’s 

claims to domain are recognized by those who can provide the necessary support . . . can a 

domain be operated. 

A group of physicians can, of course, get together and form an organization (a clinic, for 
example) that specializes in the treatment of rare tropical diseases. However, if those 
physicians decide to locate their clinic in Seattle or Toronto, there will likely be little 
demand for their product. Their claim of domain will be unaccepted. On the input side, a 
state college may find it impossible to persuade taxpayers (through the legislature) to fund a 
program of study that has no perceived relevance to that state. The licensing difficulty 
encountered a few years ago by proponents of acupuncture is a case in point. In this instance, 
the relevant regulatory agency did not agree that the claim to domain was legitimate. 


Domain Legitimacy: Who Decides? 


The examples noted above—the physicians’ clinic, the state college, and the practice of 
acupuncture therapy — suggest that there are certain people, groups, and institutions outside 
the organization that pass judgment on the organization’s claim to a domain. The result of 
passing such judgment is that the claim is or is not granted legitimacy. 

Arising from these examples is a logical question: just who decides whether or not an 
organization’s claim to a domain is legitimate? The answer is: the task environment. We 
recall from Chapter 2 that the task environment is that part of the world outside the 
organization with which it comes into frequent operating contact. Table 4-1 again 
identifies the major people, interest groups, and organizations that comprise the task 
environment. Task-environment elements must judge the organization to be offering 
something desirable. Otherwise, they will not legitimize its claim to a domain (Thompson, 
1967: 28). 

Basic to the relationship between the organization and its task environment is a process of 
exchange. In essence, as we have seen in our examples, the organization offers a source of 
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TABLE 4-1 ELEMENTS OF 
THE TASK ENVIRONMENT 


Consumers 
Suppliers 
Regulators 

Labor unions 
Financial sources 
Competitors 
Allies 


employment, an opportunity for invested capital to flourish, and a set of goods and services 
that are needed or desired. In turn, the task environment provides labor, financing, and 
consumers. 

As we continually emphasize, the design problem for the organization is to develop 
mechanisms to deal successfully with this exchange process—in other words, mechanisms to 
manage these interdependencies. In the next section we review the major strategies available 
to designers to effect this management. First, however, we need to specify those 
characteristics or dimensions of the environment (that is, of the task environment) that must 
be taken into account in determining effective design strategies. 


Environmental Dimensions 


There have been several attempts by researchers to identify the environmental dimensions 
that matter for organizational design. As we noted in Chapter 2, among the first was that by 
Burns and Stalker (1961). Based on a comprehensive study of 20 industrial firms in the 
United Kingdom, they discovered that environments could be identified as to their relative 
“dynamic” or “static” character. The relevant dimension, therefore, was the degree of 
change—in markets, technology, economic conditions, and so forth. This continuum still 
provides a theme underlying most attempts to specify the state of organizations’ 
environment. 

Subsequent to Burns and Stalker’s work, various analysts have attempted to elaborate on 
the dynamic-static theme. In 1965 Emery and Trist focused on two major aspects: the 
extent of environmental change experienced, plus the degree to which an organization 1s 
interconnected with other organizations. As a result of their analysis, the authors identified 
four types of organizational environment: 


e Placid, randomized. \n this sort of environment, opportunities and problems are relatively 
unchanged. Further, they are randomly distributed. Thus the organization somewhat 
meanders through its environment, encountering fairly undemanding, although not 
especially predictable, phenomena. 


e Placid, clustered. Uhe difference between this and the preceding type of environment is 
that the opportunities and problems tend to cluster together, rather than being randomly 
distributed in space and time. 


e Disturbed, reactive. In this type of environment there are other, similar organizations 
attempting to do the same sorts of things (and thus competing for resources, customers, 
and so forth). Further, managers of an organization must assume that what they know 
about opportunities and problems is equally known to the other organizations. Thus 
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TABLE 4-2 DIMENSIONS OF ENVIRONMENT 


Dimension Description 

Complexity Reflects the number of environmental elements experienced by the organization 

Diversity Reflects the variety of environmental elements experienced by the organization 

Change Concerns the degree to which environmental elements experienced by the organization tend to vary 
over time 

Uncertainty Refers to the degree to which changes in environmental elements are unpredictable 


SOURCE: Stephen M. Shortell, ‘The Role of Environment in a Configurational Theory of Organizations,'’ Human Relations, vol. 30, 1977, 
pp. 275-302. New York: Plenum Publishing Corp. 


“each will wish to improve its own chances by hindering the others, and each will know 
that the others not only wish to do likewise, but also know that each knows this” (1965: 
26). 

¢ Turbulent field. This type of environment also contains organizations that compete 
against each other (with the same foreign-intriguelike problem of “do they know that we 
know that they know. . . .”). In addition, however, environmental elements such as the 
marketplace, technology, economic conditions, and legal requirernents are dynamic, 
changing in unpredictable ways. 


Emery and Trist then go on to discuss various design strategies that organizations employ to 
operate successfully under each type of environmental condition. We will incorporate their 
analysis in the following section. 


Environmental Dimensions Identified 


In the 15 or so years since Emery and Trist’s work, several authors have attempted to 
specify environmental dimensions that are relevant to organization design. Too many such 
attempts have been made for us to cover adequately here.” Rather than develop a long list of 
those attempts, therefore, we will focus on those dimensions that capture most of what seems 
to be important. Accordingly, we may identify four critical dimensions of organizational 
environment: complexity, diversity, change, and uncertainty (Duncan, 1972; Shortell, 1977). 
Table 4—2 presents a brief description of each dimension’s characteristics. 

Organization designers need to be aware of three aspects of these dimensions. First, it is 
useful to think of the dimensions as a group, in terms of common combinations. Thus, again 
relying on the dynamic-static theme, it 1s reasonable to expect that an organization might 
face an environment that simultaneously contains a large variety of factors that change, 
frequently in unpredictable fashion. This combination would describe a dynamic environ- 
ment; the opposite combination, of course, would describe a static environment. 

Second, we can do better than simply divide the world into two kinds of environment, 
dynamic and static, as appealing as such a division might be.? Thus while it is useful to think 


2. The interested reader is referred to the following works: Thompson (1967), Lawrence and Lorsch (1969), 
Terreberry (1968), Pugh et al. (1969), Perrow (1970), Duncan (1972), Khandwalla (1972), Osborn and Hunt 
(1974), Kimberly (1975), Meyer (1975), Aldrich and Pfeffer (1976). ‘ 

3. Mark Twain is reputed to have said, ““There are two kinds of people in the world: people who divide the world 
into two kinds of people, and people who don’t.” You have no doubt observed that organization theorists tend to 
belong to the first group. 
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of the dimensions as a group, it is also helpful to focus on them separately. Mechanisms 
necessary to help an organization cope with just one or two unpredictably changing 
elements will differ, both in kind and variety, from those necessary to deal with a large 
variety of unchanging elements. The dynamic-static categories do not help much in 
describing these two environmental circumstances. 

Third, regardless of the “configuration” of the environment confronting an organization, 
its designers need to be concerned with how dependent the organization is and each of the 
elements it faces. In other words, they must pay particular attention to the relative 
importance of the various dimensions identified above. As Shortell (1975: 7) illustrates: 


. two teaching hospitals may have equally [dynamic] environments in terms of a large number 
of dissimilar, unpredictable and rapidly changing factors to consider, but hospital A may be in a 
state in which the comprehensive health planning agency strictly reviews plans for expansion while 
hospital B may be in a state where such review is perfunctory or practically nonexistent. Thus 
hospital A would be more dependent on its environment in that its freedom to decide its future 
growth is more circumscribed than hospital B’s. Likewise, it is possible for organizations operating 
in relatively [static] environments to vary in regard to dependence on that environment. For 
example, two local ice cream shops may have equally [static] environments in terms of a few, 
similar, predictable and seldom changing factors to consider, but if shop A does not have the 
capacity to make its own ice cream and shop B does, then A is more dependent on delivery by its 
suppliers than B. 


Environmental Dimensions: Summary 


In brief, then, organizations operate in environments that can be described in terms of a 
number of distinct dimensions. We have idenufied four: complexity, diversity, change, and 
uncertainty. It is frequently useful for our purposes to think of these dimensions as forming 
combinations that fall somewhere on a continium ranging from dynamic to static. However, 
it may be even more helpful to remember that the dimensions are distinct, with distinct 
implications for organizational design. 


The Readings 


Organizations’ survival and prosperity essentially depend on the success of their strategies 
for dealing with two things: environmental uncertainty and interdependence with other 
organizations. [he selection of a strategy—and its success, of course—depends in turn on 
various organizational structure and process characteristics that are designed. This theme is 
sounded in both of this chapter’s readings. 

The first selection is by Professor Jeffrey Pfeffer, “Beyond Management and the 
Worker: The Institutional Function of Management,” in which he discusses the role that 
managers play in relating their organization successfully to environmental demands and 
opportunities. Pfeffer notes that, as an open system, the organization 1s affected by events 
outside its boundaries. In short, the organization must interact with other organizations— 
that is, manage its interdependence. Further, this interaction 1s outside its control—and thus 
is an important source of uncertainty. The author describes six strategies available to the 
organization in conducting this interaction. The strategies are: 1. merger, 2. joint ventures, 
3. cooptation, 4. movement of key personnel among interacting organizations, 5. regulation, 
and 6. political activity. Most organizations employ some combination of these strategies. 
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The second reading is a recent article by Aldrich and Herker, “Boundary-Spanning 
Roles and Organization Structure.” By the term boundary-spanning roles, the authors are 
referring to those persons and tasks necessary to helping the organization interact and deal 
with environmental events. In particular, Aldrich and Herker examine three aspects of the 
problem: 1. the specific functions served by boundary-spanning roles, 2. various organiza- 
tional mechanisms—subunits, for example—that are designed to perform the boundary- 
spanning functions, and 3. the ways in which such roles vary from situation to situation. 

Central to the authors’ analysis is a key element to the whole issue of organizational 
design. To survive and prosper within its environmental constraints, the organization must 
deal with a critical resource: information. Specifically, the organization must acquire 
necessary information on a regular basis, process it, and interpret it for decision-making 
purposes. This was the theme struck early in the book (refer especially to Galbraith’s article 
in Chapter 2) and continues throughout. Organizations contain functions that are designed 
to perform this information-handling chore. These functions are called boundary-spanning 
roles. 

A brief warning about the Aldrich-Herker article: it is fairly sophisticated, involving 
some complex language. The reader is urged to attend closely to the analysis, however. The 
examples, illustrations, and hypotheses presented should clarify any ambiguities. Aldrich 
and Herker’s article is not an easy one, but it is important, and the examples and hypotheses 


should help. 


Conclusion 


In summary, this chapter is concerned with the following questions: 


1, What is it about the environment in which the organization operates that is important for 
organizational design? 

2. What strategies do organizations follow in dealing with their environmental conditions? 

3. What effects do environmental demands and opportunities have on specific design 
characteristics? That is, what characteristics get designed to help the organization deal 
with its environment? 


We have already discussed the issue raised by the first question. The articles by Pfeffer and 
Aldrich-Herker lay the foundation for answering the second two questions. We will address 
them more specifically in the concluding statement. 


BEYOND MANAGEMENT AND THE WORKER: 
THE INSTITUTIONAL FUNCTION OF MANAGEMENT 


JEFFREY PEEFFER 


Theory, research, and education in the field of organi- 
zational behavior and management have been domi- 
nated by a concern for the management of people 
within organizations. The question of how to make 
workers more productive has stood as the foundation 
for management theory and practice since the ume of 
Frederick Taylor. Such an emphasis neglects the 
institutional function of management. While manag- 
ing people within organizations is critical, managing 
the organization’s relationships with other organizations 
such as competitors, creditors, suppliers, and govern- 
mental agencies is frequently as critical to the firm’s 
success. 

Parsons (1960) noted that there were three levels in 
organizations: (a) the technical level, where the tech- 
nology of the organization was used to produce some 
product or service; (b) the administrative level, which 
coordinated and supervised the technical level, and 
(c) the institutional level, which was concerned with 
the organization’s legitimacy and with organization- 
environment relations. Organization and management 
theory has primarily concentrated on administrative 
level problems, frequently at very low hierarchical 
levels in organizations. 

Practicing managers and some researchers do rec- 
ognize the importance of the institutional context in 
which the firm operates. There is increasing use of 
institutional advertising, and executives from the oil 
industry, among others, have been active in projecting 
their organizations’ views in a variety of contexts. 
Mintzberg (1973) has identified the liaison role as one 
of ten roles managers fill. Other authors explicitly have 
noted the importance of relating the organization to 
other organizations (Pfeffer and Nowak, n.d., Whyte, 
1955). 

The purposes of this article are: (a) to present 
evidence of the importance of the institutional function 


of management, and (b) to review data consistent with 
a model of institutional management. This model 
argues that managers behave as if they were seeking to 
manage and reduce uncertainty and interdependence 
arising from the firm’s relationships with other organi- 
zations. Several strategic responses to interorganiza- 
tional exchange, including their advantages and disad- 
vantages, are considered. 


INSTITUTIONAL PROBLEMS OF 
ORGANIZATION 


Organizations are open social systems, engaged in 
constant and important transactions with other organi- 
zations in their environments. Business firms transact 
with customer and supplier organizations, and with 
sources of credit; they interact on the federal and local 
level with regulatory and legal authorities which are 
concerned with pollution, taxes, antitrust, equal em- 
ployment, and myriad other issues. Because firms do 
interact with these other organizations, two conse- 
quences follow. First, organizations face uncertainty. If 
an organization were a closed system so that it could 
completely control and predict all the variables that 
affected its operation, the organization could make 
technically rational, maximizing decisions and antici- 
pate the consequences of its actions. As an open system, 
transacting with important external organizations, the 
firm does not have control over many of the important 
factors that affect its operations. Because organizations 
are open, they are affected by events outside their 
boundaries. 

Second, organizations are interdependent with other 
organizations with which they exchange resources, 
information or personnel, and thus open to influence by 
them. The extent of this influence is likely to be a 
function of the importance of the resource obtained, 


Jeffrey Pfeffer, “Beyond Management and the Worker: The Institutional Function of Management,” in Academy of Management Review 
1976, pp. 36-46. © 1976 by the Academy of Management. Used by permission of the publisher and the author. 
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and inversely related to the ease with which the 
resource can be procured from alternative sources 
(Jacobs, 1974; Thompson, 1967). Interdependence is 
problematic and troublesome. Managers do not like to 
be dependent on factors outside their control. In- 
terdependence is especially troublesome if there are 
few alternative sources, so the external organization 1s 
particularly important to the firm. 

Interdependence and uncertainty interact in their 
effects on organizations. One of the principal functions 
of the institutional level of the firm is the management 
of this interdependence and uncertainty. 


THE IMPORTANCE OF INSTITUTIONAL 
MANAGEMENT 


Katz and Kahn (1966) noted that organizations may 
pursue two complementary paths to effectiveness. The 
first 1s to be as efficient as possible and thereby obtain a 
competitive advantage with respect to other firms. 
Under this strategy, the firm succeeds because it 
operates so efficiently that it achieves a competitive 
advantage in the market. The second strategy, termed 
“political,” involves the establishment of favorable 
exchange relationships based on considerations that do 
not relate strictly to price, quality, service, or efh- 
ciency. Winning an order because of the firm’s 
product and cost characteristics would be an example 
of the strategy of efficiency; winning the order because 
of interlocks in the directorates of the organizations 
involved, or because of family connections between 
executives in the two organizations, would illustrate 
political strategies. 


MANAGING UNCERTAINTY AND 
INTERDEPENDENCE 


The organization, requiring transactions with other 
organizations and uncertain about their future perfor- 
mance, has available a variety of strategies that can be 
used to manage uncertainty and interdependence. 
Firms face two problems in their institutional relation- 
ships: (a) managing the uncertainty caused by the 
unpredictable actions of competitors; and (b) manag- 
ing the uncertainty resulting from non-competitive 
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interdependence with suppliers, creditors, government 
agencies, and customers. In both instances, the same set 
of strategic responses is available: merger, to completely 
absorb the interdependence and resulting uncertainty; 
joint ventures; interlocking directorates, to partially ab- 
sorb the interdependence; the movement and selective 
recruiting of executives and other personnel, to develop 
interorganizational linkages; regulation, to provide 
government enforced stability; and other political ac- 
tivity to reduce competition, protect markets and 
sources of supply, and otherwise manage the organiza- 
tion’s environment. 

Because organizations are open systems, each strat- 
egy is limited in its effect. While merger or some other 
interorganizational linkage may manage one source of 
organizational dependence, it probably at the same 
time makes the organizations dependent on yet other 
organizations. For example, while regulation may 
eliminate effective price competition and restrict entry 
into the industry (Jordan, 1972; Pfeffer, 1974a; 
Posner, 1974), the regulated organizations then face 
the uncertainties involved in dealing with the regula- 
tory agency. Moreover, in reducing uncertainty for 
itself, the organization must bargain away some of its 
own discretion (Thompson, 1967). One can view 
institutional management as an exchange process—the 
organization assures itself of needed resources, but at 
the same time, must promise certain predictable be- 
haviors in return. Keeping these qualifications in mind, 
evidence on use of the various strategies of institutional 
management is reviewed. 


Merger 


There are three reasons an organization may seek to 
merge—first, to reduce competition by absorbing an 
important competitor organization; second, to manage 
interdependence with either sources of input or pur- 
chasers of output by absorbing them; and third, to 
diversify operations and thereby lessen dependence on 
the present organizations with which it exchanges 
(Pfeffer, 1972b). While merger among competing 
organizations is presumably proscribed by the antitrust 
laws, enforcement resources are limited, and major 
consolidations do take place. 

In analyzing patterns of interorganizational behav- 


BEYOND MANAGEMENT AND THE WORKER: THE INSTITUTIONAL FUNCTION OF MANAGEMENT 


131 


lor, one can either ask executives in the organizations 
involved the reasons for the action, or alternatively, one 
can develop a hypothetical model of behavior which is 
then tested with the available data. Talking with 
organizational executives may not provide the real 
reasons behind interorganizational activity since (a) 
different persons may see and interpret the same action 
in different ways, (b) persons may infer after the fact 
the motives for the action or decision, and (c) persons 
may not be motivated to tell the complete truth about 
the reasons for the behavior. Much of the existing 
literature on interorganizational linkage activity, 
therefore, uses the method of empirically testing the 
deductions from a hypothetical model of interorga- 
nizational behavior. 

The classic expressed rationale for merger has been 
to increase the profits or the value of the shares of the 
firm. In a series of studies beginning as early as 1921, 
researchers have been unable to demonstrate that 
merger active firms are more profitable or have higher 
stock prices following the merger activity. This litera- 
ture has been summarized by Reid (1968), who asserts 
that mergers are made for growth, and that growth 1s 
sought because of the relationship between firm size 
and managerial salaries. 

Growth, however, does not provide information 
concerning the desired characteristics of the acquired 
firm. Under a growth objective, any merger is equiva- 
lent to any other of the same size. Pfeffer (1972b) has 
argued that mergers are undertaken to manage organi- 
zational interdependence. Examining the proportion of 
merger activity occurring within the same two-digit 
SIC industry category, he found that the highest 
proportion of within-industry mergers occurred in 
industries of intermediate concentration. The theoret- 
ical argument was that in industries with many com- 
petitors, the absorption of a single one did little to 
reduce competitive uncertainty. At the other extreme, 
with only a few competitors, merger would more likely 
be scrutinized by the antitrust authorities and coordi- 
nation could instead be achieved through more infor- 
mal arrangements, such as price leadership. 

The same study investigated the second reason to 
merge: to absorb the uncertainty among organizations 
vertically related to each other, as in a buyer-seller 


relationship. He found that it was possible to explain 40 
percent of the variation in the distribution of merger 
activity over industries on the basis of resource in- 
terdependence, measured by estimates of the transac- 
tions flows between sectors of the economy. On an 
individual industry basis, in two-thirds of the cases a 
measure of transactions interdependence accounted for 
65 percent or more of the variation in the pattern of 
merger activity. The study indicated that it was 
possible to account for the industry of the likely merger 
partner firm by considering the extent to which firms 
in the two industries exchanged resources. 

While absorption of suppliers or customers will 
reduce the firm’s uncertainty by bringing critical 
contingencies within the boundaries of the organiza- 
tion, this strategy has some distinct costs. One danger is 
that the process of vertical integration creates a larger 
organization which is increasingly tied to a single 
industry. 

The third reason for merger is diversification. 
Occasionally, the organization is confronted by in- 
terdependence it cannot absorb, either because of 
resource or legal limitations. Through diversifying its 
activities, the organization does not reduce the uncer- 
tainty, but makes the particular contingency less 
critical for its success and well-being. Diversification 
provides the organization with a way of avoiding, 
rather than absorbing, problematic interdependence. 

Merger represents the most complete solution to 
situations of organizational interdependence, as it in- 
volves the total absorption of either a competitor or a 
vertically related organization, or the acquisition of an 
organization operating in another area. Because it does 
involve total absorption, merger requires more re- 
sources and is a more visible and substanual form of 
interorganizational linkage. 


Joint Ventures 


Closely related to merger is the joint venture: the 
creation of a jointly owned, but independent organiza- 
tion by two or more separate parent firms. Merger 
involves the total pooling of assets by two or more 
organizations. In a joint venture, some assets of each of 
several parent organizations are used, and thus only a 
partial pooling of resources is involved (Bernstein, 
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1965). For a variety of reasons, joint ventures have 
been prosecuted less frequently and less successfully 
than mergers, making joint ventures particularly ap- 
propriate as a way of coping with competitive in- 
terdependence. 

The joint subsidiary can have several effects on 
competitive interdependence and uncertainty. First, it 
can reduce the extent of new competition. Instead of 
both firms entering a market, they can combine some 
of their assets and create a joint subsidiary to enter the 
market. Second, since joint subsidiaries are typically 
staffed, particularly at the higher executive levels, with 
personnel drawn from the parent firms, the joint 
subsidiary becomes another location for the manage- 
ment of competing firms to meet. Most importantly, 
the joint subsidiary must set price and output levels, 
make new product development and marketing deci- 
sions and decisions about its advertising policies. Con- 
sequently, the parent organizations are brought into 
association in a setting in which exactly those aspects of 
the competitive relationship must be jointly deter- 
mined. 

The difference between mergers and joint ventures 
appears to be that mergers are used relatively more to 
cope with buyer-seller interdependence, and joint 
ventures are more highly related to considerations of 
coping with competitive uncertainty. 


Co-optation and Interlocking Directorates 


Co-optation is a venerable strategy for managing 
interdependence between organizations. Co-optation 
involves the partial absorption of another organization 
through the placing of a representative of that organi- 
zation on the board of the focal organization. Corpora- 
tions frequently place bankers on their boards; hospitals 
and universities offer trustee positions to prominent 
business leaders; and community action agencies de- 
velop advisory boards populated with active and strong 
community political figures. 

As a strategy for coping with interdependence, 
co-optation involves some particular problems and 
considerations. For example, a representative of the 
external organization is brought into the focal organi- 
zation, while still retaining his or her original organiza- 
tional membership. Co-optation is based on creating a 
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conflict of interest within the co-opted person. To 
what extent should one pursue the goals and interests of 
one’s organization of principal affiliation, and to what 
extent should one favor the interests of the co-opting 
organization? From the point of view of the co-opting 
organization, the individual should favor its interests, 
but not to the point where he or she loses credibility in 
the parent organization, because at that point, the 
individual ceases to be useful in ensuring that organi- 
zation’s support. Thus, co-optation requires striking a 
balance between the pressures to identify with either 
the parent or co-opting institution. 

Furthermore, since co-optation involves less than 
total absorption of the other organization, there is the 
risk that the co-opted representative will not have 
enough influence or control in the principal organiza- 
tion to ensure the desired decisions. Of course, it is 
possible to co-opt more than a single representative. 
This is frequently done when relationships with the 
co-opted organization are particularly uncertain and 
critical. Co-optation may be the most feasible strategy 
when total absorption is impossible due to financial or 
legal constraints. 

Interlocks in the boards of directors of competing 
organizations provide a possible strategy for coping 
with competitive interdependence and the resulting 
uncertainty. The underlying argument is that in order 
to manage interorganizational relationships, informa- 
tion must be exchanged, usually through a joint 
subsidiary or interlocking directorate. While inter- 
locks among competitors are ostensibly illegal, until 
very recently there was practically no prosecution of 
this practice. In a 1965 study, a subcommittee of the 
House Judiciary Committee found more than 300 
cases in which direct competitors had interlocking 
boards of directors (House of Representatives, 1965). 
In a study of the extent of interlocking among com- 
peting organizations in a sample of 109 manufacturing 
organizations, Pfeffer and Nowak (n.d.) found that the 
proportion of directors on the board from direct 
competitors was higher for firms operating in indus- 
tries in which concentration was intermediate. This 
result is consistent with the result found for joint 
ventures and mergers as well. In all three instances, 
linkages among competing organizations occurred 
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more frequently when concentration was in an inter- 
mediate range. 

Analyses of co-optation through the use of boards of 
directors have not been confined to business firms. 
Price (1963) argued that the principal function of the 
boards of the Oregon Fish and Game Commissions 
was to link the organizations to their environments. 
Zald (1967) found that the composition of YMCA 
boards in Chicago matched the demography of their 
operating areas, and affected the organizations’ effec- 
tiveness, particularly in raising money. Pfeffer (1973) 
examined the size, composition, and function of hospi- 
tal boards of directors, finding that variables of organi- 
zational context, such as ownership, source of funds, 
and location, were important explanatory factors. He 
also found a relationship between co-optation and 
organizational effectiveness. In 1972, he found that 
regulated firms, firms with a higher proportion of debt 
in their capital structures, and larger firms tended to 
have more outside directors. Allen (1974) also found 
that size of the board and the use of co-optation was 
predicted by the size of the firm, but did not replicate 
Pfeffer’s earlier finding of a relationship between the 
organization’s capital structure and the proportion of 
directors from financial institutions. In a study of utility 
boards, Pfeffer (1974b) noted that the composition of 
the board tended to correlate with the demographics of 
the area in which the utility was regulated. 

The evidence is consistent with the strategy of 
organizations using their boards of directors to co-opt 
external organizations and manage problematic in- 
terdependence. The role of the board of directors is 
seen not as the provision of management expertise or 
control, but more generally as a means of managing 
problematic aspects of an organization’s institutional 
environment. 


Executive Recruitment 


Information also is transferred among organizations 
through the movement of personnel. The difference 
between movement of executives between organiza- 
tions and co-optation is that in the latter case, the 
person linking the two organizations retains member- 
ship in both organizations. In the case of personnel 
movement, dual organizational membership is not 
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maintained. When people change Jobs, they take with 
themselves information about the operations, policies, 
and values of their previous employers, as well as 
contacts in the organization. In a study of the move- 
ment of faculty among schools of business, Baty et al. 
(1971) found that similar orientations and curricula 
developed among schools exchanging personnel. The 
movement of personnel is one method by which new 
techniques of management and new marketing and 
product ideas are diffused through a set of organiza- 
tions. 

Occasionally, the movement of executives between 
organizations has been viewed as intensifying, rather 
than reducing, competition. Companies have been 
distressed by the raiding of trade secrets and manage- 
rial expertise by other organizations. While this per- 
spective must be recognized, the exchange of personnel 
among organizations is a revered method of conflict 
reduction between organizations (Stern, Sternthal, and 
Craig, 1973). Personnel movement inevitably involves 
sharing information among a set of organizations. 

If executive movement is a form of interfirm linkage 
designed to manage competitive relationships, the 
proportion of executives recruited from within the 
same industry should be highest at intermediate levels 
of industrial concentration. Examining the three top 
executive positions in twenty different manufacturing 
industries, the evidence on executive backgrounds was 
found to be consistent with this argument (Pfeffer and 
Leblebici, 1973b). The proportion of high level exec- 
utives with previous jobs in the same industry but in a 
different company was found to be negatively related 
to the number of firms in the industry. The larger the 
number of firms, the less likely that a single link among 
competitors will substantially reduce uncertainty, but 
the larger the available supply of external executive 
talent. The data indicated no support for a supply 
argument, but supported the premise that interorgan- 
izational linkages are used to manage interdependence 
and uncertainty. 

The use of executive movement to manage non- 
competitive interorganizational relationships is quite 
prevalent. The often-cited movement of personnel 
between the Defense Department and major defense 
contractors is only one example, because there is 
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extensive movement of personnel between many gov- 
ernment departments and industries interested in the 
agencies’ decisions. The explanation is frequently 
proposed that organizations are acquiring these per- 
sonnel because of their expertise. The expertise expla- 
nation is frequently difficult to separate from the 
alternative that personnel are being exchanged to 
enhance interorganizational relationships. Regardless 
of the motivation, exchanging personnel inevitably 
involves the transfer of information and access to the 
other organization. It is conceptually possible to control 
for the effect of expertise—in other words, taking 
expertise into account, is there evidence that recruiting 
patterns reflect the influence of factors related to 
institutional management? 


Regulation 


Occasionally, institutional relationships are managed 
through recourse to political intervention. The reduc- 
tion of competition and its associated uncertainty may 
be accomplished through regulation. Regulation, how- 
ever, is a risky strategy for organizations to pursue. 
While regulation most frequently benefits the regu- 
lated industry (Jordan, 1972; Pfeffer, 1974a), the 
industry and firms have no assurance that regulatory 
authority will not be used against their interests. 
Regulation is very hard to repeal. Successful use of 
regulation requires that the firm and industry face little 
or no powerful political opposition, and that the 
political future can be accurately forecast. 

The benefits of regulation to those being regulated 
have been extensively reviewed (Posner, 1974; Sugler, 
1971). Regulation frequently has been sought by the 
regulated industry. Currently, trucking firms are 
among the biggest supporters of continued regulation 
of trucking. Since the Civil Aeronautics Board was 
created in 1938, no new trunk carriers have been 
started. Jordan (1970) found that air rates on intrastate 
(hence not regulated by the CAB) airlines within 
California are frequently 25 percent or more lower 
than fares on comparable routes of regulated carriers. 
Estimates of the effects of regulation on prices in 
electric utilities, airlines, trucking, and natural gas have 
indicated that regulation either increases price or has 
no effect. 
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The theory behind these outcomes is still unclear. 
One approach suggests that regulation is created for 
the public benefit, but after the inital legislative 
attention, the regulatory process is captured by the 
firms subject to regulation. Another approach proposes 
that regulation, like other goods, is acquired subject to 
supply and demand considerations (Posner, 1974). 
Political scientists, focusing on the operation of interest 
groups, argue that regulatory agencies are “captured” 
by organized and well-financed interests. Government 
intervention in the market can solve many of the 
interdependence problems faced by firms. Regulation 
is most often accompanied by restriction of entry and 
the fixing of prices, which tend to reduce market 
uncertainties. Markets may be actually allocated to 
firms, and with the reduction of risk, regulation may 
make access to capital easier. Regulation may alter the 
organization’s relationships with suppliers and custom- 
ers. One theory of why the railroads were interested in 
the creation of the Interstate Commerce Commission 
(ICC) in 1887 was that large users were continually 
demanding and winning discriminatory rate reduc- 
tions, disturbing the price stability of railroad price 
fixing cartels. By forbidding price discrimination and 
enforcing this regulation, the ICC strengthened the 
railroads’ position with respect to large customers 
(MacAvoy, 1965). 


Political Activity 


Regulation is only one specific form of organizational 
activity in governmental processes. Business attempts 
to affect competition through the operation of the tariff 
laws date back to the 1700's (Bauer, de Sola Pool, and 
Dexter, 1968). Epstein (1969) provided one of the 
more complete summaries of the history of corporate 
involvement in politics and the inevitability of such 
action. The government has the power of coercion, 
possessed legally by no other social institution. Fur- 
thermore, legislation and regulation affect most of our 
economic institutions and markets, either indirectly 
through taxation, or more directly through purchasing, 
market protection or market creation. For example, 
taxes on margarine only recently came to an end. 
Federal taxes, imposed in 1886 as a protectionist 
measure for dairy interests, were removed in 1950, but 
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TABLE 4-3. ADVANTAGES AND DISADVANTAGES OF STRATEGIES OF INSTITUTIONAL MANAGEMENT 


Strategy Advantages 


Disadvantages 


Merger Completely absorbs interdependence 


Joint ventures 
large or technologically advanced activities 


Can be used to partially pool resources and coordinate 


activities 


Cooptation Relatively inexpensive 


Personnel movement Relatively inexpensive 


Almost universally possible 


Regulation 
the government 
Political activity 
enhance environment 


Can be used for sharing risks and costs associated with 


Enables organization to benefit from the coercive power of 


Enables organization to use government to modify and 


Requires resources sufficient to acquire another organi- 
zation 

May be proscribed by antitrust laws, or infeasible for other 
reasons (€.g., a governmental unit cannot be absorbed by 
a firm) 

Is available only for certain types of organizations, though 
less restricted than merger (COMSAT, for instance, brings 
together government and business) 


May not provide enough coordination or linkage between 
organizations to ensure performance 

Coopted person may loose credibility in original organiza- 
tion 

Person loses identification with original organization, less- 
ening influence there 

Linkage is based on knowledge and familiarity, and on a 
few persons at most, not on basic structural relation- 
ships 

Regulation may be used to harm the organization’s 
interests 

Government intervention, once legitimated, may be used 
against the organization as well as for its benefit 


a law outlawing the sale of oleo in its colored form 
lasted until 1967 in Wisconsin. 

As with regulation, political activities carry both 
benefits and risks. The risk arises because once gov- 
ernment intervention in an issue on behalf of a firm or 
industry is sought, then political intervention becomes 
legitimated, regardless of whose interests are helped or 
hurt. The firm that seeks favorable tax legislation runs 
the risk of creating a setting in which it is equally 
legitimate to be exposed to very unfavorable legislation. 
After an issue is opened to government intervention, 
neither side will find it easy to claim that further 
government action is illegitimate. 

In learning to cope with a particular institutional 
environment, the firm may be unprepared for new 
uncertainties caused by the change of fundamental 
institutional relationships, including the opening of 
price competition, new entry and the lack of protection 
from overseas competition. 


CONCLUSION 


The institutional function of management involves 
managing the organization’s relationships with other 


organizations. [able 4—3 presents strategies of institu- 
tional management with their principal advantages and 
disadvantages. From observation of organizational ac- 
tivities, the most common response to interdependence 
with external organizations seems to be the attempt to 
develop some form of interorganizational linkage to 
ensure the continuation of favorable relationships with 
important organizations in the environment. 

All such interfirm linkages have costs, with the most 
fundamental being the loss of the organization’s auton- 
omy. In return for the certainty that one’s competitors 
will not engage in predatory price cutting, one must 
provide assurances about one’s own behavior. For 
example, co-optation involves the possibility of acquir- 
ing the support of an external organization, but at the 
same time the firm gives up some degree of privacy 
over its internal information and some control over its 
operations and decisions. 

Variables affecting responses to the organization’s 
environment can be specified. Actions taken to manage 
interdependencies are related to the extent of the 
interdependence and its importance to the organiza- 
tion. The response to competitive interdependence is 
related to measures of industry structure, and particu- 
larly to the necessity and feasibility of developing 
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informal, interorganizational structures. Iwo impor- 
tant issues remain. First, is effective institutional man- 
agement associated with favorable outcomes to the 
organization? Second, given the importance of institu- 
tional management, why are some organizations more 
successful than others at this task? 

The effect of institutional management on firm 
performance is difficult to measure, and seldom has 
been examined. To examine the effect of successful 
institutional management, an outcome measure is 
needed. Profit is only one possibility, because there is 
evidence that the reduction of uncertainty may be 
sought regardless of its effect on profit (Caves, 1970). 
Whatever criterion is chosen is affected by many 
factors. To attribute a result to institutional manage- 
ment, other causes must be controlled. Nevertheless, 
institutional management receives a great deal of 
management attention in some firms, and a firm’s 
interorganizational relationships may be important to 
its success and survival. 

Of even more fundamental interest is the question of 
why some firms are able to develop more effective 
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strategic responses to their institutional environments. 
It is possible that effective institutional management 
requires fundamentally different structures of top 
management, or the development of excess managerial 
capacity, or the development of particular types of 
information systems. It is easier to find successful 
institutional management than to identify critical vari- 
ables enabling it to develop in the first place. For 
example, some universities have better relationships 
with their state legislatures than do others. It is possible 
to retrospectively infer explanations as to why this is so. 
What remains to be done is to explain those factors that 
could be designed into an organization initially to 
ensure effective institutional management in the fu- 
ture. 

Considering its probable importance to the firm, the 
institutional function of management has received 
much less concern than it warrants. It is time that this 
aspect of management receives the systematic attention 
long reserved for motivational and productivity prob- 
lems associated with relationships between manage- 
ment and workers. 


BOUNDARY-SPANNING ROLES AND 
ORGANIZATION STRUCTURE 


HOWARD ALDRICH 
DIANE HERKER 


A minimal defining characteristic of a formal organi- 
zation is the distinction between members and non- 
members, with an organization existing to the extent 
that some persons are admitted, while others are 
excluded, thus allowing an observer to draw a bound- 
ary around the organization (Thompson, 1962: 139— 
46). Defining organizations in terms of boundaries 
also allows a definition of the role of formal authority in 
an organization: authorities are persons who apply 
organizational rules in making decisions about entry 
and expulsion of members (Aldrich, 1971: 283). In this 
sense, organizational behavior (OB) has always con- 
tained an implicit “open systems” view, although few 
theorists or researchers have studied boundary main- 
taining or boundary crossing (Aiken and Hage, 1972). 

The definition and location of a specific boundary 
may be possible only given a specific conceptual and 
empirical context. This article takes the existence of 
boundaries as given, while treating boundary- 
spanning activity as problematic. Specifically, it exam- 
ines 1. functions served by boundary roles, 2. the 
generation of boundary units and roles relating organi- 
zations to their environments, and 3. the environmental 
and organizational sources of variation in the structure 
of boundary roles. 

Although most investigators agree on the impor- 
tance of focusing on relations between organizations 
and their environments, there is little agreement on the 


1The senior author thanks his colleagues. Sam Bacharach and Robert 
Stern, for admirably fulfilling their roles as good listeners and 
trenchant critics. Richard Hall, Jeff Pfeffer, Steve Rosell, and Dave 
Whetten also contributed to the clarity of the argument. Sandra 
Miller of the Centre for Environmental Studies, London, provided 
valuable assistance in the preparation of the paper. 


degree of autonomy of action organizations have. At 
the extreme are two positions: a natural selection 
model, laying heavy emphasis on the dominance of 
environmental constraints on behavior, and a strategic 
choice or resource dependence model, emphasizing the 
active role organizational administrators play in shap- 
ing outcomes. As these two macro-theoretical positions 
are reviewed elsewhere (Aldrich and Pfeffer, 1976), 
and there is no prospect of reconciling them in this 
paper, we concentrate on propositions and hypotheses 
of the middle range. 


FUNCTIONS OF BOUNDARY ROLES 


Two classes of functions are performed by boundary 
roles: information processing and external representa- 
tion. Information from external sources comes into an 
organization through boundary roles, and boundary 
roles link organizational structure to environmental 
elements, whether by buffering, moderating, or in- 
fluencing the environment. Any given role can serve 
either or both functions. 


The Information Processing Function 


In focusing on the information processing function, we 
are following the lead of Dill (1962), who suggested 
that the environment of an organization could be 
treated as information available to the organization 
through search or exposure. Terreberry argued that 
viable organizations are characterized by “an increase 
in the ability to learn and to perform according to 
changing contingencies in the environment’ (1968: 
660). 

Boundary role incumbents, by virtue of their posi- 


This review could not have been written without the foundation laid by James D. Thompson, and our debt to him should be evident to those 


familiar with his work. 


Abridged from Howard Aldrich and Diane Herker, “Boundary-Spanning Roles and Organization Structure,” Academy of Management 
Review 1977, pp. 217-30. © 1977 by the Academy of Management. Used by permission of the publisher and authors. 
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tion, are exposed to large amounts of potentially 
relevant information. The situation would be overbur- 
dening if all information originating in the environ- 
ment required immediate attention. Boundary roles are 
a main line of organizational defense against informa- 
tion overload (Brown, 1966; Meier, 1965). Expertise 
in selecting information is consequential, since not all 
information from the environment is of equal impor- 
tance. External information can be conceptualized in 
terms of a three-part hierarchy, corresponding to 
Parsons’ (1956) distinction between three levels of 
authority in organizations: strategic, managerial, and 
technical information (Brown, 1966: 325). Their 
relative importance varies by type of environment and 
technology; e.g., in stable homogeneous environments 
and organizations with highly routine technology, 
strategic information is less important. 

The process by which information filters through 
boundary positions into the organization must be 
examined. Boundary roles serve a dual function in 
information transmittal, acting as both filters and 
facilitators. Information overload would still be a 
problem if all relevant information had to be immedi- 
ately communicated to internal members. Accord- 
ingly, boundary role personnel selectively act on 
relevant information, filtering information prior to 
communicating it (Cyert and March, 1963; March and 
Simon, 1958). They act autonomously on some infor- 
mation, and consolidate, delay, or store other informa- 
tion, thus alleviating the problem of overloading com- 
munication channels (although perhaps incurring other 
costs to the organization in the process). Information is 
summarized and directed to the organizational units 
that need it. 

Boundary role personnel may act on information 
requiring an immediate response, as when a sales 
department responds to a customer inquiry about 
product specifications. They may store information for 
future use, as when a purchasing department files 
information on a new supplier’s products, to be re- 
ferred to at re-order points. Boundary personnel in 
marketing may uncover trends in the demand for their 
organization’s products which will have a major impact 
on the mix of resources required, and communicate this 
information to purchasing. Boundary units may also 
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summarize information and communicate it to other 
units on a regularized basis (Mathieson, 1972). 

The expertise of boundary role occupants in sum- 
marizing and interpreting information may be as 
important to organizational success as expertise in 
determining who gets what information, depending 
upon the uncertainty in the information processed. 
Information to be communicated often does not consist 
of simple verifiable “facts.” If the conditions beyond 
the boundary are complexly interrelated and cannot be 
easily quantified, the boundary role incumbents may 
engage in “uncertainty absorption” —drawing infer- 
ences from the perceived facts and passing on only the 
inferences (March and Simon, 1958: 189). 

Consider the case of a lobbyist formulating a report 
on a bill and amendments that will differentially affect 
the operations of his or her organization. The lobbyist 
will have to summarize information about the bill’s 
progress, testimony in hearings, and apparent predis- 
positions of committee members and other legislators, 
as well as making the entire situation meaningful to his 
or her superiors. If these superiors cannot understand 
the interrelationships and implications of the raw data, 
they will not be able to use the information. Some 
simplification is necessary and the relationships of 
events in Washington to organizational operation will 
have to be clearly specified. In short the lobbyist must 
put the information in usable form (Wilson, 1973). 

Innovation and structural change are often alleged to 
result from information brought into the organization 
by boundary personnel (Bennis, 1966; Hage and 
Aiken, 1970). All complex organizations have a ten- 
dency to move toward an internal state of compatibility 
and compromise between units and individuals within 
the organization, with a resultant isolation from im- 
portant external influences (Campbell, 1969b). This 
trend can jeopardize the effectiveness and perhaps the 
survival of the organization, unless the organization is 
effectively linked to the environment through active 
boundary personnel. By scanning the environment for 
new technological developments, innovations in orga- 
nizational design, relevant trends in related fields, etc., 
boundary personnel can prevent organizations from 
becoming prematurely ossified and mismatched with 
their environments (Child, 1969). 
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This review of the information processing function 
of boundary roles may be summarized in the following 


hypothesis: 
les 


An organization’s ability to adapt to environmen- 
tal contingencies depends in part on the expertise of 
boundary role incumbents in selecting, transmit- 
ting and interpreting information originating in 
the environment. 


The External Representation Function 


External representation can be viewed in terms of an 
organization’s response to environmental influence. 
Environmental constraints and contingencies can be 
adapted to in at least three ways: (a) by internal 
structural differentiation to match the pattern of the 
relevant environment, which requires information 
about environmental characteristics, (b) by gaining 
power over the relevant elements of the environment, 
manipulating it to conform to the organization’s needs; 
and (c) a compromise position, the use of boundary 
personnel in “normal” boundary spanning roles. In- 
cluded under the external representation function are 
all the boundary roles that involve resource acquisition 
and disposal, political legitimacy, and a residual cate- 
gory of social legitimacy and organizational image. 

Boundary roles concerned with resource acquisition 
and disposal include purchasing agents and buyers, 
marketing and sales representatives, personnel re- 
cruiters, admissions officers, and shipping and receiving 
agents. In these roles the organization is represented to 
the environment, because the normal flow of authori- 
tative commands is from the core of the organization to 
these boundary roles. The behavior of personnel in 
these roles is supposed to reflect the policy decisions of 
decision makers in line roles. 

This usual flow of directives to boundary roles 
presents two problems for boundary personnel. First, 
much of the information they attend to has an external 
origin, and it occasionally becomes apparent that policy 
directives are based on information that is no longer 
relevant. This poses a dilemma for the conscientious 
boundary spanner, especially in organizations with a 
high degree of decentralization—should behavior be 
immediately modified to correspond to latest develop- 
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ments, or should action be delayed untl the informa- 
tion has “gone through channels”? Second, as Strauss 
(1962) pointed out in his study of purchasing agents, 
some boundary personnel are not satisfied with their 
subordinate position on the vertical axis of the organi- 
zation, given their self-evident horizontal location of 
equality with other departments. Thus, dissatisfied 
boundary spanners take the initiative to increase their 
power vis-a-vis other units. For example, personnel 
officers suggest changes in job descriptions before 
agreeing to post them; admissions or intake staff 
develop their own criteria of “worthy” applicants 
(Blau, 1957); and purchasing agents make informal 
compacts with salespersons from outside firms to push 
products which their production department “really” 
needs (Strauss, 1962). 

Boundary roles involved with maintaining or im- 
proving the political legitimacy of the organization not 
only represent the organization but also mediate be- 
tween it and important outside organizations. The 
term mediate refers here to aspects of the boundary role 
involving negotiations that will eventually affect the 
power of the organization vis-a-vis another organiza- 
tion or group. Kochan (1975) notes that city govern- 
ments have created collective bargaining units as a 
response to threats to the city’s control over its 
employees. The role of the corporate lawyer is perhaps 
the most clear example of the necessity and diffi- 
culty of preserving at least an equal balance of rights 
and responsibilities between business organizations 
(MacAulay, 1963). 

Boundary-spanning personnel can help maintain the 
legitimacy of the organization by providing informa- 
tion to important client groups, specially adapted for 
them. Aldrich and Reiss (1971) note that police 
officers on the beat transmit an image of city law 
enforcement capabilities to small businesspersons inde- 
pendent of the businessperson’s attitudes toward the 
police themselves. Information transmittal is facilitated 
because both police and small business are exposed to 
environmental forces that make their commonality of 
interest highly salient. Adair’s (1960) study of the use 
of Navaho Indians as health aides for their own 
communities found that the Indians functioned as 
mediators in their boundary roles, drawing the doctor 
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and the Navaho patient closer together. The Indian 
health worker offers a different side to each party 
involved, finding a middle ground to settle discords 
between them. Detached school workers perform the 
same sort of representation function for school systems. 

Maintaining the organizational image and enhancing 
its social legitimacy are less a matter of mediating 
contacts than of simply making the organization visi- 
ble. Advertising and public relations specialists try to 
influence the behavior of target groups in ways that 
benefit the focal organization, without bargaining or 
negotiating with the target group. The flow of intra- 
organizational influence to these roles is much more 
one-sided than in the boundary roles described above; 
one apparent consequence is a high rate of turnover. 

One function of boards of directors and public 
advisory commissions is to link the organization to 
target groups in the environment in a highly visible 
way, so that they will feel their interests are being 
represented. Thus, women and blacks are being ap- 
pointed in increasing numbers to corporate boards, and 
students now serve as trustees on university boards. 
Fulfilling this function requires recruiting people who 
are already members of or in contact with specific 
target groups. 

These three varieties of external representation 
functions can be related to organizational effectiveness 
in the second hypothesis: 


H2: An organization’s ability to cope with environ- 
mental constraints depends in part on the ability of 
boundary role incumbents to achieve a compromise 
between organizational policy and environmental 
constraints, to choose strategic moves to overcome 
constraints, or to create conditions in which the 


organization’s autonomy is seldom challenged. 


CREATION OF BOUNDARY ROLES 


By definition all organizations have some boundary- 
spanning roles, if only at the level of the organization 
head or chief executive. But some have an elaborate set 
of boundary roles while others have only a few. In same 
cases boundary roles are formalized into full-time 
organizational positions, while in others they are only 


part-time activities. This section examines the genera- 
tion and formalization of boundary roles as explicit 
organizational roles, with references to organizational 
size and technology, and various characteristics of 
organizational environments. To understand the pro- 
cess of boundary spanning behavior, an interactive 
model of the kind developed by Adams (1976) is 
needed, but such models are highly specific to the 
particular pair-wise relationship being examined. Here 
we are concerned with the general features of the 
boundary role while recognizing that actual behavior in 
boundary roles will vary from context to context. 

The extent to which organizational positions involve 
interaction with external elements varies greatly. 
Many positions outside the technical core involve some 
extraorganizational interaction, but only a few involve 
intensive interaction. 

The number of formally designated boundary span- 
ning roles in an organization is partially dependent on 
organizational size (Aiken and Hage, 1972). A small 
organization is able to survive with a fairly simple 
structure, with relatively few differentiated roles and 
functions. (Blau and Scott, 1962; Child, 1973; Child, 
n.d.). Its structure may be less formalized and more 
amenable to restructuring to achieve and maintain a 
satisfactory position vis-a-vis its environment. A small 
organization might be willing and able to rely on 
information brought to it informally by its members. 
This tendency is more marked among organizations 
that have highly committed members or that are not 
highly dependent on their environment for survival 
(Aldrich, 1972), such as a small religious sect (Harri- 
son, 1972). As organizational and environmental com- 
plexities increase, organizations can no longer afford 
non-differentiated boundary spanning activities. 


Technology and Boundary Role Differentiation 


Holding size constant, boundary spanning units or 
roles should be expected to increase as a proportion 
of all roles as organizations differentiate in response to 
the interaction of technology and environment, and 
under the direct impact of environmental pressure. In 
the following discussion, technology is treated as a 
source of internal differentiation generating boundary 
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roles to the extent that varying technology types create 
different patterns of organization-environment inter- 
action.* Thompson’s categories of mediating, long- 
linked and intensive technology capture the implica- 
tions of various technology types for the generation of 
boundary roles (Thompson, 1967: 15—18). 

Organizations with a mediating technology \ink cli- 
ents or customers with each other, as in the case of 
banks, insurance companies, or the post office; or they 
link clients with other organizations, thus serving a 
“people-processing function” (Hasenfeld, 1972). Such 
organizations should have the highest proportion of 
boundary roles, as boundary roles are their line roles. 
The wholesaler of small consumer goods has boundary 
personnel who purchase goods from producers and sell 
them to organizations which, in turn, sell them to 
organizations which, in turn, sell them to retail cus- 
tomers. An investment banking firm contracts with a 
client to put together a “package” of investment 
instruments that satisfy financial needs and then sells 
the “package” to other organizations with funds to 
invest. Boundary personnel similarly serve a line func- 
tion in the people processing component of organiza- 
tions such as schools and government agencies. 

A study of organizations using a mediating technol- 
ogy in the book publishing and record producing 
industries found that they allocated a large proportion 
of their personnel to boundary spanning roles, on the 
input side to contract for and supervise the production 
of raw material, and on the output side to promote the 
cultural products and achieve optimal distribution 
(Hirsch, 1972). These boundary roles also monitored 
the environment and provided information quickly to 
managers and executives, apparently as a strategy to 
help the organization hold its position in a very 
uncertain environment. 

Organizations with a long-linked technology attempt 
to buffer most of their units and roles from the 
environment, and have a lower proportion of boundary 
roles. Since the various organizational units are serially 
interdependent, there are many boundary roles be- 
tween intra-organizational components, but the focus 
here is on roles at the external boundary. Specific 


*Ed. note: See Chapter 5. 


boundary roles are important for such organizations. 
First, long-linked technology gains maximum effi- 
ciency through standardized production of large vol- 
umes of output (to take advantage of economies of 
scale) and so such organizations need an effective 
marketing and sales force (Keller et al., n.d; Pfeffer 
and Leblebici, 1973b). Second, Thompson (1967: 40) 
argues that “organizations employing long-linked 
technologies and subject to rationality norms seek to 
expand their domains through vertical integration,” and 
thus the legal and accounting departments of such 
organizations interact fairly intensively with potential 
acquisitions in the environment (Pfeffer, 1972a). 

Organizations using an intensive technology, which 
depends on the object being worked on, also buffer 
most of their roles from the environment. They often 
achieve this by temporarily drawing the object or the 
client into the organization. In intensive technology 
organizations concerned with people-changing activi- 
ties, the client is temporarily assigned an organizational 
role, and must change behavior to suit norms which 
preclude appealing to his or her environmental role 
relative to the organization. The boundary personnel 
who engage in initial interaction with potential clients 
affect the organization’s subsequent internal operations 
if they have the power to admit or reject clients; e.g., 
the physician associated with a hospital or the admis- 
sions officer at a private college. By detecting a 
violation and making an arrest, a police officer provides 
the rest of the criminal justice system with raw material 
to be processed (Reiss, 1971). 

Thompson argues that these organizations seek to 
expand their domains by incorporating the object 
worked on, with “total institutions” [e.g., prisons and 
mental institutions] (Goffman, 1961) placing an al- 
most impenetrable boundary around clients. The peo- 
ple-changing organizations that use an intensive tech- 
nology (e.g., hospitals) have one characteristic that 
opens them to environmental influence—their high 
degree of professionalization. Aiken and Hage (1968) 
assert that professionals in organizations engage in a 
great deal of boundary-spanning contact because of the 
need to maintain contact with a professional reference 
group and keep abreast of changing technology in their 
field. 
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In intensive technology organizations not concerned 
with people-changing activities, the clients often be- 
come a temporary part of the organization’s admuinis- 
trative structure and thus need a liaison person to 
represent them, as in the construction industry 
(Thompson, 1967: 44). Thus, while it is clear that 
mediating technology organizations have proportion- 
ately more boundary spanning roles than other organi- 
zations, the relative ranking of organizations with 
long-linked and intensive technology cannot be deter- 
mined without further empirical research. 


H3: Organizations using a mediating technology will 
have the highest proportion of boundary roles, 
while organizations using long-linked and inten- 
sive technologies will have a smaller proportion of 


boundary roles. 


H4: Organizations using long-linked or intensive tech- 
nologies will departmentalize and otherwise sepa- 
rate boundary spanning units from their core 


technical units. 


Environment and Boundary-Role Differentiation 


Environmental pressures are responsible for much of 
the observed differentiation in organizations, after 
technology is taken into account. Some theories of 
organization-environment interaction posit that main- 
tenance of a high degree of internal organizational 
complexity occurs only in response to environmental 
pressures that tolerate nothing less (Aldrich and 
Pfeffer, 1976; Campbell, 1969). The concentration of 
important environmental elements into an organized 
form may promote a matching organizational response, 
in the form of more boundary units or-more formalized 
and centralized boundary-spanning activities (Pfeffer 
and Leblebici, 1973a). Kochan (1975: 7) points out 
that: 


A number of collective bargaining researchers have noted 
the proliferation of specialized labor relations units in city 
governments in response to the increased unionization of 
public employees. 


Wilson (1973) discusses the growth of lobbying 
efforts of unions, trade associations, and other organi- 
zations representing vested interests, in response to the 
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growth in power of the federal government. The 
consumer, ecology, and other movements have 
brought pressure on corporations, which have re- 
sponded by establishing public relations units to deal 
with pressure groups. The same type of response 
occurred among public agencies in the President’s 
Office for Consumer Affairs and similar offices in 


HEW, HUD, etc. (Nadel, 1971). 
Hs: 


Organizations in environments where important 
elements are concentrated will have a higher 
proportion of boundary roles than organizations in 
environments where important elements are dis- 


persed. 


Heterogeneous environments should evoke more 
organizational boundary spanning units and roles, as 
organizations “‘seek to identify homogeneous segments 
and establish structural units to deal with each” 
(Thompson, 1967: 70). Separate units, whether es- 
tablished on the basis of heterogeneity in a client 
population or in the geographical domain served, lead 
to a higher proportion of boundary roles than in 
organizations of comparable size serving a homoge- 
neous domain. Hospitals establish separate units for 
obstetrics, contagious diseases, and out-patient services. 
Auto manufacturing firms respond to heterogeneity in 
client income distribution by divisionalizing operations 
around products with different selling prices, but not 
necessarily costs (Chandler, 1962). 


H6: Organizations in heterogeneous environments will 
have a higher proportion of boundary roles than 


organizations in homogeneous environments. 


Stable environments, which presumably call for less 
frequent monitoring, should evoke fewer boundary 
roles than unstable environments, although much de- 
pends on whether change is occurring at a constant or 
variable rate (Thompson, 1967: 71-72). In the cul- 
tural industry (books, records, films) where fashions 
change rapidly, we would expect to find proliferation 
of boundary roles on both input and output sides of the 
organization (Hirsch, 1972). In organizations produc- 
ing for a stable market, we would expect most roles to 
be related directly to the production process, although 
an unexpected shift in the market can change the 
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situation dramatically. Some theorists have argued that 
the most salient characteristic of organizational envi- 
ronments today is their rate of change (Terreberry, 
1968), a purported trend which should cause an 
increase in the proportion of boundary spanning roles 
in most organizations. 


H7: Organizations in rapidly changing environments 
will have a higher proportion of boundary roles 


than organizations in stable environments. 


_ A final dimension to be considered is the extent to 
which the environment is rich or lean in resources 
(Aldrich, 1971; Benson, 1971; Emery and Trist, 
1965). In rich environments, holding competition 
constant, we would expect to find fewer boundary 
roles, since environmental search and monitoring 
would be less critical for organizational survival than in 
environments where lack of resources prevents the 
accumulation of a “resource cushion.” At a time of 
international or interorganizational hostility, the envi- 
ronment becomes less rich in information and so 
nations and organizations have to allocate more roles to 
their boundaries to make use of what little information 


is available (Wilensky, 1967). 
H8: 


Organizations in lean environments will have a 
higher proportion of boundary roles than organi- 


zations in rich environments. 


Environment and Boundary-Role Formalization 


If internal complexity is associated with environmental 
pressures and demands, organizational boundary roles 
will be officially recognized full-time roles, especially if 
decision makers recognize the existence of such con- 
tingencies. Whether boundary roles will be thus 
formalized depends upon organizational recognition of 
potentially costly contingencies that may arise from 
failure to maintain effective links to elements in the 
environment. But such recognition need not be based 
on intelligence that organization itself has accumulated, 
as professional education (e.g., M.B.A. programs), 
professional and trade publications (e.g., Business 
Week), and informal inter-firm contact all keep orga- 
nizational decision makers abreast of new develop- 
ments in the design and administration of formal 
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organizations (Benson, 1971; Pfeffer and Leblebici, 
1973b; Starbuck, 1976). The following discussion 
focuses on direct, rather than indirect, recognition of 
environmental contingencies and constraints. 

Most large organizations formally designate such 
roles as labor negotiators and corporate lawyers re- 
sponsible for transactions in the labor relations sector, 
since strikes and law suits might cripple an organiza- 
tion. Labor contracts are negotiated for fairly long 
periods of time and the organizational costs of mistakes 
in boundary-spanning negotiation with unions are 
fairly high. Smigel’s (1960) discussion of staff recruit- 
ment in large Wall Street law firms indicates that firms 
became aware of a variety of changes in their environ- 
ment, including the small output of prestigious law 
schools, students’ wariness of accepting positions with 
large firms, and the increasing demand for trained 
lawyers. One result was creation of the formal position 
of “hiring partner” to scan the potential output of top 
ranking law schools, sell students on advantages of 
employment in the firm, and thus improve recruitment 
of desirable graduates. 

The more critical the contingency, the more atten- 
tion 1s paid to explicit formalization of the role and 
selection of an incumbent. This is particularly evident 
with regard to the composition of boards of directors of 
large organizations, as Pfeffer (1972a: 222) argues that 
organizations: 


use their boards of directors as vehicles through which 
they co-opt, or partially absorb, important external orga- 
nizations with which they are interdependent. 


Price (1963), in a study of state wildlife governing 
boards, found that one major function of board mem- 
bers was to serve as a buffer group between the 
full-ume staff and the public. Zald (1969: 99) points to 
the external representation functions of boards of 
directors: 


They promote and represent the organization to major 
elements of the organizational set, for example, customers, 
suppliers, stockholders, interested agencies of the state, 
and the like. That is, they defend and support the growth, 
autonomy and effectiveness of their agencies vis-a-vis the 
outside world. 
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Another critical contingency for large corporations 
involves managing reciprocal relations with other large 
firms; a trade relations person is alerted to look for 
opportunities to cooperate with other firms when it 
could be to their mutual advantage. Perrow (1970: 
122) notes that: 


the practice of reciprocity is so extensive that about 60 
percent of the top 500 corporations have staff members 
who are explicitly assigned to trade relations. Of course, 
any smart sales executive or top executive can serve in this 
capacity. However, it is striking that the practice is 
sufficiently common to justify so many special positions 
among the giants. 


Pursuing leads on possible acquisition of other 
companies is an important function assigned to cor- 
porate development units. Aguiler (1967: 47) notes 
that the high volume of acquisition leads generated by 
this staff: 


demonstrates how the formalization of a search procedure 
can significantly increase a company’s relative involve- 
ment with a particular kind of information. 


H9: Boundary roles are most likely to be formalized 
when crucial environmental contingencies have 
been explicitly recognized by organizational dect- 
sion makers, or the organization is structured in a 
way that facilitates the adoption of structural 
innovations through imitation and borrowing 
from other organizations or other external sources. 


ROUTINIZATION, DISCRETION, 
AND POWER 


The degree of role specificity (Hickson, 1966) of 
boundary roles varies considerably, with some being 
highly routinized and others highly nonroutine. 
Thompson (1962) identified two conditions leading 
organizations to increase specificity of control over 
boundary role personnel. First, organizations that 
provide services for large numbers of persons and thus 
face many nonmembers (relative to members) at the 
boundaries of the organization must either substantially 
increase the number of personnel in boundary positions 
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or else routinize the tasks of existing staff so they can 
handle a higher volume of work. Second, organizations 
using a mechanized production technology which 
places a premium on large runs of standardized prod- 
ucts depend upon a large volume of standardized 
transactions per member at the organization’s output 
boundary. Pressures for routinization are somewhat 
lessened when the nonmembers dealt with have little or 
no discretion to participate in a relationship. Later 
Thompson identified a third condition, in that stable 
environments are likely to produce boundary roles 
governed by rules, whereas unstable environments are 
likely to increase flexibility in the specificity of bound- 
ary role routines (Thompson, 1967: 71). 

Purchasing agents and sales personnel interact fre- 
quently with suppliers and buyers and usually deal 
with fairly homogeneous groups of organizations and 
individuals. A high frequency of interaction and ho- 
mogeneity of elements at the boundary allows behavior 
in these roles to be highly routinized (Guetzkow, 
1966: 24; Thompson, 1967: 111). Routinization is 
reflected in the existence of standard purchase and sales 
forms or contracts, standard operating procedures for 
soliciting and accepting bids, and standard operating 
procedures for calling on customers and closing sales. A 
classic example is the retail salesperson who knows the 
one proper way to record a cash sale and the one proper 
way to record a credit transaction. 

Routinization of roles at the organization’s boundary 
not only increases efficiency in handling predictable 
relationships and large numbers of repetitive transac- 
tions, but also serves a social control function. The 
programmed nature of these activities is partial insur- 
ance of boundary spanner consistency with organiza- 
tional procedures, norms, and goals. Members who 
interact freely with nonmember groups, particularly 
homogeneous sets, are likely to develop attitudes 
consistent with those of the nonmembers, rather than 
of their focal organization. The existence of standard 
operating procedures partially protects the organiza- 
tion against attitudes and behaviors that are not consis- 
tent with organizational objectives. 

Mathiesen’s study of prison staff members identified 
the boundary role of “social worker’”’ as a position that 
was difficult to routinize (1972: 76): 
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Though almost all staff members claimed there were few 
or no specific rules or regulations guiding their communi- 
cations, the social workers appeared particularly vehe- 
ment about it, and included relations to official organiza- 
tions. They stressed that here they had to be extremely 
flexible; that they had to organize the work on a day-to- 
day basis and according to the unique circumstances of the 
individual case. 


Telephoning was preferred to the use of letters, and 
when complex cases arose, face-to-face meetings were 
arranged. Boundary roles (once created) that deal with 
heterogeneous elements must contain a minimal degree 
of routinization to maximize flexibility in dealing with 
special cases. 

The degree to which boundary roles are routinized 
thus is a function of both the need to adapt to 
environment contingencies and constraints, and the 
need to control behavior of potentially deviant mem- 
bers. Routinization can serve as a social control mecha- 
nism when the organization does not or cannot assume 
normative commitment of members to organizational 
procedures. Similar mechanisms would be the use of 
uniforms to reinforce organizational identification, or 
frequently shifting employees between boundary roles 
and core roles to prevent development of identification 
with elements in the environment (Guetzkow, 1966: 
21). 


H10: Boundary role routinization will vary directly 
with the volume of repetitive work, the predic- 
tability of outcomes, the homogeneity and stabil- 
ity of the environment, and the need to control the 


behavior of organizational members. 


Power in Boundary Roles 


Thompson (1967) noted that where the environment 
is heterogeneous and shifting and where contingencies 
are important to the organization, boundary personnel 
are expected to exercise discretion and develop exper- 
tise, and to the extent they are successful in recognizing 
contingencies, they may become powerful within the 
organization. The potential power position of bound- 
ary spanners was evident in discussion of their infor- 
mation-processing function. The information that 
filters into the organization through boundary positions 


is often not raw data, but the inferences of boundary 
role incumbents. This type of information is difficult 
for anyone removed from the boundary to verify. The 
process of uncertainty absorption is a case of creation of 
organizational intelligence; and once created, intelli- 
gence tends to be accepted (Wilensky, 1967). 

The organization thus relies upon the expertise and 
discretion of its boundary role personnel. They have a 
gatekeeper’s power, and may become even more 
powerful if they make correct inferences and if the 
information is vital for organizational survival (March 
and Simon, 1958). Their power is further enhanced to 
the degree that the nature of the task assigned the 
boundary role makes routinization of the role difficult, 
if not impossible. 

Labor negotiators provide an example of a boundary 
role that is difficult to routinize, thus leading to de facto 
concentration of power in the role. Even though 
negotiators may deal with fairly homogeneous groups, 
the outcomes are not highly predictable and the costs to 
the organization may be high. Therefore, negotiators 
require some degree of discretionary power. Their 
power is enhanced to the extent that the group they are 
negotiating with is powerful. 


Specifically, a number of components of union power that 
derive from the tactics or activities of the union—involve- 
ment in city elections, use of strike threats in bargain- 
ing—all are associated with a higher degree of power in 
the boundary unit in city governments. [Keller and 
Holland, 1975: 27] 


H11: The power of boundary role incumbents will 
vary inversely with boundary role routinization, 
and directly with their own expertise in accom- 
plishing role requirements and with the costliness 
and unpredictability of interorganizational 
transactions. 


Organizational dependence on boundary role per- 
sonnel raises the issue of their commitment to and 
integration into the organization. The least costly 
monitoring mechanism 1s for the organization to rely 
on the professional identification and ethics of the 
boundary personnel. More obtrusive strategies include 
attempts to indoctrinate boundary personnel in orga- 
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nizational policies, norms, and goals, prior to their 
engaging in interorganizational contacts. Rotation of 
members among boundary roles is another active 
strategy, although it has costs in terms of disrupting 
local adaptations that have been made by boundary 
spanners. An organization might grant powerful 
boundary personnel higher positions within the orga- 
nizational structure to reinforce commitment, although 
such positions may be a result of the power these 
members develop through successful interaction on 
behalf of the organization: e.g., the common practice of 
picking top management out of the sales division of an 
organization. 

Many studies emphasize the stress and conflict felt 
by personnel in boundary roles (Katz and Kahn, 1966; 
Organ, 1971), but overlook the positive potential 
inherent in their role accumulation prospects. Sieber 
(1974) has recently argued that multiple relationships 
with diverse role partners provide numerous sources of 
gratification, rather than strain, to individuals such as 
boundary personnel. He notes that role rights and 
privileges may accumulate more rapidly than duties, 
that overall status security may be enhanced by means 
of buffer roles, that multiple roles can serve as resources 
for status enhancement and role performance, and 
finally that multiple roles may enrich one’s personality 
and enhance one’s self-conception. While this article is 
not addressed to the issue of costs and benefits to 
individuals who occupy boundary roles, the positive 
side of the boundary-spanning activities should be seen 
as a counter to the negative image currently portrayed 
in the literature. 

Two recent studies in a research and development 
organization and a large manufacturing company re- 
port positive correlations between boundary-spanning 
activity and several dimensions of job satisfaction. 
These studies also found very small or insignificant 
correlations between role conflict, role ambiguity, and 
boundary spanning activity. The authors argue that 
boundary spanning jobs, to the extent they enable role 
incumbents to reduce uncertainties for others, permit 


boundary spanners to gain power, improve their 
bargaining position, and hence increase their job satis- 
faction and perhaps even gain better jobs. 


IMPLICATIONS 


The picture of boundary-spanning roles portrayed in 
this article has two implications for the study of 
formal organizations. First, this view of organization- 
environment interaction is a decidedly disaggregated 
one, in contrast to current literature which sees orga- 
nizations responding as “wholes” to environmental 
influence. We treat boundary-spanning roles as the 
critical link between environmental characteristics and 
organizational structure, with the further stipulation 
that organizations face multiple environments and thus 
can have a variety of boundary roles of units with 
different structural characteristics. This implies, for 
example, that when an investigator studies the impact 
of interorganizational dependence on organizational 
structure, the place to begin is with its impact on 
boundary-spanning roles in the immediate vicinity of 
the dependence relationship, rather than with the 
structure of the organization as a whole (Aldrich, 
1977; Mindlin and Aldrich, 1975). 

Second, more empirical studies are needed of how 
personnel in boundary spanning units or roles carry out 
their duties, and in particular how such role perfor- 
mance varies under different environmental conditions 
and over time. This would mean more studies of the 
type carried out by Mintzberg (1973), on the day-to- 
day behavior of managers, or Mathiesen (1972) on the 
day-to-day behavior of staff members in two Scandin- 
avian prisons. Both studies make extensive use of 
nonparticipant observation and detailed first-hand 
knowledge of the actual, rather than self-reported, 
behavior of those persons studied. The cumulation of 
such studies would enable us to understand the process 
by which boundary spanning roles are generated, 
elaborated, and used by their incumbents. 


CONCLUDING STATEMENT 


So what can we say about organizational environment? Or, more accurately, how do 
environmental conditions constrain designers’ options, and how do they respond? Basically 
the issue boils down to that described by Kast (1974: 156): 


The environment imposes many constraints on the organization. It can limit the amount of inputs 
the organization receives and also accept or reject the outputs. It can restrict many of the internal 
activities of the organization (for example, safety regulations, zoning restrictions, working 
standards, etc.). . . . 


At the same ume that the society imposes certain goal constraints on the organization, it also serves 
as a field of exploration for the organization. ‘“To society, the firm is an instrument to be used. To 
the firm, society is a field to be exploited” (Chamberlain, 1968: 144). This is particularly true for 
business firms operating in a market economy. Environmental changes, such as technological 
developments and population expansion, provide new opportunities for the firm (Chandler, 1962). 
[Indeed, the] survival of the organization depends on its ability to adapt to and utlize social 
resources. Seashore and Yuchtman (1967: 393) say: ““We define the effectiveness of an orga- 
nization as its ability to exploit its environment in the acquisition of scarce and valued resources to 
sustain its functioning.” 


We have already examined the nature of that environment, in our introductory remarks. 
Organizational strategies for exploiting it, and corresponding effects on organizational 
design are the subjects addressed in this statement. 


MANAGING THE ENVIRONMENT: ORGANIZATIONAL STRATEGIES 


The relationship between the organization and its environment is an uneasy one, at best: 
“the environment creates uncertainty, and uncertainty threatens the rational process which 
is at the heart of every organization” (Ouchi and Harris, 1976: 130). In addition, as we have 
seen (Chapter 2), environmental uncertainty is joined by the problem of interdependence in 
threatening the rational process. 

Organizations attempt to reduce their uncertainty and interdependence. They do so 
either by actively engaging the environment, acquiring a measure of control over—or at 
least some intelligence about—parts of it, or by sealing themselves off from its effects 
(Thompson, 1967). There are several sets of strategies that organizations use in making 
these attempts. Since Pfeffer has already described them in some detail in this chapter, we 
will be content with a brief summary. ! 


Types of Strategies 


Based on the work of several researchers and analysts, we can identify four major types of 
strategies that organizations employ in managing their environmental relationships.* Table 
4—4 summarizes the types and their characteristics. 


1. The reader is urged to review Pfeffer’s article, remembering its point: organizations use a variety of strategies to 
cope with environmental uncertainty and interdependence. 

2. See Selznick (1949), Thompson and McEwen (1958), Chandler (1966), Fouraker and Stopford (1968), Pfeffer 
(1972a, 1972b, 1973), Pfeffer and Leblebici (1973a), Miles et al. (1974), and Ouchi and Harris (1976). 
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TABLE 4-4 ORGANIZATIONAL STRATEGIES FOR MANAGING ENVIRONMENTAL ELEMENTS 


Strategy Examples 

Direct engagement Long-term contracts, mergers, joint ventures, cooptation 

Indirect influence Co-optation, lobbying 

Cooperation Conformity to industry norms, sharing of information, restraint of cut-throat competition 
Diversification Establishment of new product line, movement to new community 


Direct Engagement 


The first strategy, and probably the most common one, we may call direct engagement. 
Organizations employing this type of strategy attempt to meet environmental elements 
head-on. They enter into long-term contracts with suppliers, consumers, or labor unions, 
for example. They merge or engage in joint ventures with other organizations. They may 
also attempt to co-opt, or partially absorb, an environmental element, such as by placing a 
representative of another organization on the board of directors. 


Indirect Influence 


A second type of strategy may be termed indirect influence. In a sense, co-optation is a form 
of this strategy. A co-opted director, for example, cannot be expected to reduce directly the 
organization’s uncertainty or interdependence. Still, he or she sometimes is able—and 
expected—to ease the way where possible. 

A more common strategy of indirect influence involves third parties, such as trade 
associations. Such groups’ offices are used to lobby governmental agencies about desired (or 
undesired) legislation or regulatory policies. They also provide a vehicle by which 
environmental intelligence may be shared among member organizations. 

In neither of the examples above does an organization directly confront its important 
environmental elements directly. Rather, it participates in a well-established process of 
indirect influence. Much of the “political activity” that Pfeffer described earlier falls into this 
category. 


Cooperation 


There is a third type of strategy for coping with environmental uncertainty and 
interdependence. We may label this type cooperation. Phillips (1960), for example, 
describes firms in oligopolistic industries behaving as if they were members of a small group, 
conforming to group norms and coordinating their activities (reported by Miles et al., 
1974). Even competitors are known to come to the aid of an organization that has suffered a 
severe setback. Perrow (1970: 124) reports the example of a firm whose factory was 
destroyed by fire. Competitors filled the firm’s orders, made $600,000 in new machinery 
available, and generally assisted the organization in its recovery. Such action, incidentally, is 
not limited to this country. The Wall Street Journal (March 24, 1975) ran a story some time 
ago reporting the extensive managerial and financial aid given to the developer of the rotary 
engine Mazda by several other Japanese firms.* Perrow (1970: 125-26) also reports a 
reciprocal-type instance in which a firm declined an opportunity to expand into a foreign 
country. Management's reason? Another firm had already established itself in that country, 


3. This WSJ article is reprinted in Connor (1978: 37-40). 
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and management was concerned that their moving in would be considered unseemly by the 
industry. As Perrow (1970: 126) notes: “It is upon such complex political as well as 
economic considerations that some seemingly irrational decisions are made in apparently 
rational organizations.” 


Diversification 


When an organization finds that it 1s unable to excel at the environmental game in which it is 
playing and is unable to change the rules, it may decide to change games. Thus a fourth 
strategy involves moving into a different environmental circumstance. Usually this strategy 
involves some sort of diversifying —of product, consumer, community, or even industry. In 
short, one way that an organization can reduce the amount of uncertainty and interdepen- 
dence with which it must cope is to move or expand into an environment that contains less. 
In 1976, for example, Mobil Oil company purchased the parent company of Montgomery 
Ward. By such a purchase Mobil was able to temper the increasing hostility of the “oil” 
environment (especially from government sources) with the more placid elements of the 
durable goods industry. Diversification is the process that describes such a strategy. 

Having said that organizations use a variety of strategies to deal with their important 
environmental elements, we now need to examine the ways in which those elements and 
strategies are translated into design terms. In other words, what mechanisms do orga- 
nizations adopt to help them cope with the environmental dimensions of complexity, 
diversity, change, and uncertainty? 


ENVIRONMENT AND ORGANIZATION DESIGN 


One of the most significant studies to examine the effects of environmental conditions on 
’ organizational designs was that conducted by Lawrence and Lorsch. As we noted in 
Chapter 2, they investigated organizations in the plastics, food, and container industries 
(Lorsch, 1965; Lawrence and Lorsch, 1967a, 1967b; Lorsch and Lawrence, 1970). The 
basic thrust of their research was to answer this question: “Do organizations operating in 
different environments vary in the way they differentiate their activities, and do they vary in the 
methods they use to integrate those activities?” 

While the question is a cumbersome one, it introduces Lawrence and Lorsch’s 
contribution to our understanding of organization design. Their concepts of differentiation 
and integration summarize two of the most critical, if not the most critical, processes of 
organization. To put the matter simply: when people organize their efforts—to build a 
pyramid, educate the young, or defend their nation—the first thing they do 1s divide up the 
work (“You tote the barge, I’ll lift the bale, and Fred will put his shoulder to the wheel”). 
This process is called differentiation. People differentiate their labor into various tasks. Thus 
we see organizations with engineering departments, manufacturing departments, and sales 
departments. In turn, the manufacturing department contains a metal shop and a paint shop, 

Differentiation is not enough, however. Ultimately the divided-up labor has to result in 
some common outcome: a pyramid, a college graduate, a victory. Organizations therefore 
have to have the means to bring their divided-up activities together so that common 
objectives are served. This latter process is called integration. As the reader 1s aware, and as 
we discuss more fully in Chapter 10, there are many ways that organizations use to effect 
integration. The most basic, of course, is the hierarchy itself. That 1s, one of the ways to 
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Manager, 
manufacturing 


Figure 4-1. Integrating with the hierarchy 


improve the chances that the metal shop and paint shop activities will ultimately result in the 
accomplishment of common goals is to create a position called “Manager of Manufacturing” 
(illustrated in Figure 4—1). The essence of this job is to integrate the activities that have been 
differentiated into metal shop and paint shop tasks. In addition, of course, there are other 
methods. Schedules and plans, for example, are also commonly used to integrate such 
activities. 


Environment, Differentiation, and Integration 


Before the discussion carries us too far, let us repeat the point: Lawrence and Lorsch found 
that differentiation and integration processes varied among firms operating in different 
environmental circumstances. Specifically, they identified three principal subenvironments: 
the market subenvironment, the technoeconomic subenvironment, and the scientific suben- 
vironment.* These subenvironments correspond to the three major functions of the firms 
under study: sales, production, and research. 

Next Lawrence and Lorsch focused on two aspects of their subenvironments. These were 
aspects that seemed to be important in effecting organization-design decisions. The 
environmental aspects they specified were: 1. degree of uncertainty and 2. degree of 
diversity (Lorsch, 1970). The authors found what they expected; environments differed 
among the plastics, food, and container industries in terms of both uncertainty and diversity. 
Further, organizational responses differed correspondingly: 


For example, each of the ten organizations was dealing with a market subenvironment (the task of 
the sales organization), a technoeconomic subenvironment (the task of the manufacturing unit) 
and a scientific subenvironment (the task of the research or design unit). Each of these 
subenvironments within any one industry had a different degree of certainty of information about 
what needed to be done. How similar or different these parts of any environment were on the 
certainty-uncertainty continuum determined whether that environment was relatively homoge- 
neous or diverse. For example, in one of the environments studied, the container industry, all parts 
of the environment were relatively certain and the environment was characterized as homoge- 
neous. On the other hand, in a second environment, the plastics industry, the parts of the 
environment ranged from a highly certain technoeconomic sector to a very uncertain scientific 
subenvironment and the total environment was characterized as more diverse. As suggested above, 
the degree of differentiation in an effective organization was found to be related to the diversity of 
the environment. Thus in the economically effective container industry there was less 


4. There can be no doubt—Mark Twain was right. 
5. These aspects are virtually identical to two of the environmental dimensions we identified earlier, 
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differentiation than in an effective plastic organization. The less effective organizations in these 
industries did not meet the environmental demand for differentiation so well. [Lorsch, 1970: 6] 


What about the other side of the coin? Did the organizations also differ as to integration 
methods? Again, the answer is “yes.” Lawrence and Lorsch found that the organizations 
under study employed a large variety of integrating mechanisms. That variety included 
reliance on hierarchical relationships, specially designated individual coordinators (“‘inte- 
grators’’), cross-unit teams, and even whole departments of integrators—that is, people 
whose basic role was coordinating tasks and outputs among several organizational subunits. 

In short, Lawrence and Lorsch found that environmental conditions had a marked impact 
on organization design. Specifically, environmental conditions were strongly related to both 
the degree of differentiation and the degree of integration. Additionally, and this is most 
crucial, organizations operating under different environmental conditions employed dif- 
ferent methods of integration. Table 4—5 summarizes these relationships. 


SUMMARY AND CONCLUSION 


This chapter has explored the importance of environmental conditions for organization 
design. The basic theme has been that the environment constrains designers’ options. We 
began our discussion by examining the nature of “organizational environment.” That 
examination considered such properties as organizational boundaries and domains. We then 
identified four characteristics of organizational environments that seem to be important for 
organization-design purposes. [hese characteristics were: complexity, diversity, change, and 
uncertainty. Table 4—2 described these dimensions. 

Turning to the readings, we encountered Pfeffer’s examination of what he calls 
managers’ “institutional function.” This function, it turns out, is to help the organization 


TABLE 4-5 ENVIRONMENTAL FACTORS AND ORGANIZATIONAL DESIGN CHARACTERISTICS 
OF EFFECTIVE ORGANIZATIONS 


Integrative Devices 


Special 
Environment NGG) Actual ips o peg 
Industry Diversit Differen- (eee Integrative Personnel as 
y tiation g Devices % of Total 
Management 
Plastics High High High Teams, roles, 22%* 
departments, 
hierarchy, 
plans and 
procedures 
Foods Moderate Moderate High Roles, plans, 17%* 
hierarchy, 
procedures 
Container Low Low High Hierarchy, 0% * 
plans and 
procedures 


*This proportion was constant for the high and low performer within these industries. 


SOURCE: Jay W. Lorsch, “‘Introduction to the Structural Design of Organizations,’ from Gene W. Dalton and Paul R. Lawrence (eds.), Jay 
W. Lorsch, (collab.) Organizational Structure and Design (Homewood, Illinois: Richard D. Irwin, © 1970), p. 13. 
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cope with external phenomena that confront it. Pfeffer focused on two results of this 
confrontation: uncertainty and interdependence. He then identified various strategies that 
organizations use to fulfill their institutional function. Those strategies include mergers, 
joint ventures, interlocking directorates, selective recruiting of executives, regulation, and 
political activity. 

Next, Aldrich and Herker discussed an important organizational property, the bound- 
ary-spanning role. According to the authors, mechanisms are established to relate the 
organization to its environment; these mechanisms perform two principal functions, 1. 
acquiring, interpreting, and disseminating information about environmental conditions, and 
2. acquiring and disposing of resources, as well as representing the organization to sources of 
external legitimacy. The authors then examined the various ways that environmental factors 
affect the creation of those mechanisms, or boundary roles. 

In the concluding statement we have attempted to pull together a variety of information, 
knowledge, and speculation about the environment and its impact on organization design. 
We first summarized the argument that organizations use different strategies for coping 
with environmental uncertainty and interdependence. There appear to be four major types 
of strategies, which we labeled direct engagement, indirect influence, cooperation, and 
diversification. 

We concluded the statement by noting some specific ways in which organization designs 
are affected by environmental conditions. Using Lawrence and Lorsch’s (1967a; 1967b) 
research as a framework, we noted that environments have a dual impact, affecting both 
organizational differentiation and integration processes. Specifically the degree to which 
organizations differentiate and integrate tasks is related to the uncertainty and diversity of 
relevant subenvironments. Moreover, the form that organizational integration takes is 
constrained by subenvironmental conditions. 

In conclusion, therefore, we can picture the designs of organizations Alpha and 
Beta—organizations we conjured up in Chapter 2 —as varying because of differences in their 
environmental situations. Organization Alpha was described as operating in a fairly “static” 
(Burns and Stalker, 1961) environment. We might then suggest that it would score 
relatively low on our environmental dimensions of complexity, diversity, change, and 
uncertainty. Beta, on the other hand, confronted by somewhat “dynamic” conditions, 
would score rather higher on those same dimensions. Figure 4—2 illustrates the two 
circumstances. 


Environmental Dimension Level 
Low High 
Complexity no) (*) 
7 
Diversity ‘OF (*) 
ar 
Change D (+) 
4 
Uncertainty (6) (+) 
-----— Alpha 
Beta 


Figure 4-2. Environmental circumstances: organizations Alpha and Beta 
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Differences between Alpha and Beta’s designs would correspond to their environmental 
differences. The first organization would be, on balance, relatively bureaucratically 
structured, with centralized—and somewhat programmed—decision making: in short, 
rather “mechanistic” (Burns and Stalker, 1961) in design. Beta, in contrast, would have to 
manage its higher degrees of uncertainty and interdependence by developing a more 
“organic” design. Figure 4—3 illustrates these differences. 

Thus we conclude this chapter by emphasizing its principal message: to be effective, 
organization designs must take into account the nature of the environment in which the 
organization is operating. Designers must ask themselves such questions as the following 
(Khandwalla, 1977: 343): 


1. What is the nature of the society or community in which the organization must operate? 
Are resources (labor, capital, consumers, suppliers, etc.) scarce? 


2. How about the organization’s domain? Are there a lot of elements that must be taken into 
account, or just a few? Do they all behave relatively similarly, or are they all different? 


3. What about the specific industry? Is it highly competitive? Expanding or contracting? 
Does it fluctuate much, and if so does it do so with any degree of predictability? 


4. What is the nature of the organization’s particular situation? Is it a powerless 
organization within its industry or a dominant member of it? Is it an organization that is 
closely regulated by the parent organization, or is it quite autonomous? If the former, 
how severely is it competing (for funds, etc.) with other organizations in the parent 
organization? Is it subject to some special pressures and disabilities, such as those arising 
from a disadvantageous location, or from inexperience due to its relative youth, or from 
difficult access to the market because of its being relatively unknown? Or is it the 
beneficiary of some special advantages such as those that come from a particularly 
favorable location, a great deal of experience with its markets, a good reputation? Does 
the organization produce a great diversity of outputs or relatively homogeneous outputs? 


Questions such as these can help organization designers evaluate the ways in which the 
environment constrains their options. Of course, environmental conditions are not the only 
design constraint. The differences in the designs of Alpha and Beta depicted in Figure 4-3 
ignore—or at least do not explicitly include—two additional constraints: the nature of the 
organization’s technology (or technologies), as well as the people who populate the 
organization. We turn to these matters in the next two chapters. 


Design Variable Mechanistic Organic 


Work design (6) 


‘ 
N 
N“ 


Organizational control methods © 


Decision processes © 


7 
7 


Organization structure Cy 


Figure 4-3. Organization design differences between Alpha and Beta 
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Questions for Review 


. What are the types of organization environment identified by Emery and Trist in their 


1965 study? 


. Briefly describe Shortell’s four critical dimensions of organizational environment. 
. As outlined by Pfeffer, what are the effects of joint ventures on competitive 


interdependence and uncertainty? 
What are the main advantages and disadvantages of each of the strategies of 
institutional management described by Pfeffer? 


. There are three main focal points to Aldrich and Herker’s discussion. Briefly outline 


these. 
What are five of the hypotheses put forward by Aldrich and Herker? 


. What situations, according to Aldrich and Herker, are causally connected to a higher 


proportion of organizational boundary roles? 

What conditions does Thompson specify that lead to organizations’ increasing 
specificity of control over boundary personnel? 

How do organizations attempt to sustain and augment the commitment and integration 
of boundary-role personnel? 

Summarize the most prevalent organizational strategies for managing environmental 
relationships. Give at least one example for each. 


Questions for Discussion 


. Pfeffer describes two fairly opposing theories about regulation: first, that regulation is 


created for the public benefit, but after the initial legislative attention, the regulatory 
process 1s captured by the firms subject to regulation. Second, that regulation, like other 
goods, is acquired subject to supply and demand considerations. Using one organization 
or one industry, compare the appropriateness and relevance of these two theories. 


. Iwo important issues are raised by Pfeffer in his concluding statements: 


a. Is effective institutional management associated with favorable outcomes to the 
organization? 

b. Given the importance of institutional management, why are some organizations 
more successful than others at this task? 


Taking into account that there are no simple answers to these questions, what would be 


some preliminary areas you might explore in developing an hypothesis or hypotheses 
about these issues? 


. Defining organization in terms of boundaries permits the following observation about 


organizational power: people have power who apply organizational rules in making 
decisions about entry and expulsion of members.” Do you agree with this observation of 


formal authority? Why should entry and expulsion be theoretically and causally 
connected to boundaries. 


10. 


QUESTIONS FOR DISCUSSION 1S 


All complex organizations, Aldrich and Herker maintain, “have a tendency to move 
toward an internal state of compatability and compromise between units and individuals 
within the organization with a resultant isolation from important external influences.” 
In reviewing what you have studied thus far, would you agree with this satement or 
not? Support your position. What is the relevance of this statement for your present 
work and/or study? 


. What industries might have a large allocation of personnel in boundary-spanning roles? 


What makes these industries more dependent on personnel in these roles than other 
industries are? Are there any industries that exhibit no apparent need for boundary 
spanners? 


. This chapter’s introduction poses the question: isn’t it arbitrary at best, and even 


incorrect at worst, to think of some phenomena as being outside—and some inside—an 
organization? Has your reading of this chapter changed your views on this? 


. What are the several environmental elements with which your college or university 


must deal—and successfully? Rather than producing a list of 20 to 10,000 items, 
develop a set of categories that contains the important elements. 

Using the information provided in this chapter, how would you describe the strategies 
used in your university to deal with its various environmental elements? 

Do you know of a particular business or industry that is currently experiencing 
difficulty in establishing a domain? Why do you think it is experiencing this difficulty? 
The job of “boundary spanner” is clearly not an easy one. Would it challenge you? In 
what type of industry would you be interested in performing this function? How do 
you perceive yourself functioning in this role? What criteria would you set for the 
dissemination of information? 


5 


Technology 


INTRODUCTORY REMARKS 


We saw in the last two chapters that organization designers must take into account the goals 
of their enterprise, as well as the nature of the environment in which it operates. In addition, 
however, they need to recognize that the means by which organizational outputs are 
produced—the organization’s technology —also affects their design decisions. This chapter 
examines ways to think about the concept of technology, plus the impacts it can have on 
organization design. 

We have seen that as an open system the organization acquires inputs, processes them, 
and produces outputs. The point of this chapter is that there are organizational consequences 
of using different technologies to move inputs through the processing unit, or technical core. 
Given this broad view of technology, it becomes fairly obvious that if one organization 


ORGANIZATION 
PURPOSE 


Organizational goals ORGANIZATIONAL DESIGN DESIGN 
VARIABLES OUTCOMES 


Work design 


+ SOneitan Organizational control 


Tt 


Producing 


Organizational climate 


Decision processes 
Organization structure 


Organizational effectiveness 


CONSTRAINTS 


Environment 


Technology 
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applies the various technologies it has chosen to use in its processes better than a second, the 
first organization will be more effective in achieving its goals. Expressed more simply, this 
chapter presents the idea that the technologies an organization chooses to use to accomplish its 
goals partially determine how the organization should be designed. A schematic expressing this 
idea looks like this: 
TASK 
STRUCTURE 
TECHNOLOGIES—>DESIGN—+ORGANIZATIONAL SUCCESS 
CONTROL 
DECISION MAKING 
PROCESSES 


TECHNOLOGY: WHAT IS IT? 


As in the case of the last chapter, these introductory remarks aim at laying a foundation—a 
foundation to serve two purposes: to preview the two articles that follow, and to set the stage 
for discussing how technology affects or constrains organization designers’ options. We 
begin, therefore, by examining the nature of the constraint. 


Definitions of Technology 


The idea of technology presented earlier is broad and vague. Consequently, further 
definition of its meaning as applied to an organizational context will be helpful. Technology 
means different things to different people. For example, Thompson and Bates (1957) define 
technology as “the set of man-machine activities which together produce a desired good or 
service.” Michael Fullan (1970) defines technology as “‘the manual and machine operations 
performed on an object in the process of turning out a final product.” Marshall Meyer 
(1972) defines technology as “how an organization divides work among its members and 
the tools and machinery it uses in its tasks.” Robert Dubin (1961) defines technology as “the 
tools used and the specialized ideas needed in getting particular kinds of work done.” 
Finally, Charles Perrow (1967) defines technology as “the actions that an individual 
performs upon an object, with or without the aid of tools or mechanical devices, in order to 
make some change in that object,” while Hage and Aiken (1969) avoid the problem by 
discussing technology in terms of its degree of routineness. 

Actually, most of these definitions of technology do not differ too much from one another. 
In fact, most definitions of technology have one or more of several elements in common: 


1. “Operations” technology represents the techniques used in workflow activities and 
includes the tools, machines, and other capital equipment mentioned in the definitions 
above, plus the manner in which an input is sequenced through the processing unit. 


2. Definitions of technology also include “materials” technology, which refers to the basic 
characteristics of the input itself. Inputs might be hard or soft; uniform or not uniform; 
human, animal, or inanimate; but as the inputs fall into different categories, different 
technologies are used to alter them. 


3. Finally, several definitions include the concept of “knowledge” technology or how much 
is known and understood concerning the inputs; that is, whether the input is well or 
poorly understood or is analyzable or unanalyzable. [Hickson et al., 1969] 
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What all this means is that when technology is referred to in an organizational context, 
the three basic subconcepts of “operations,” “materials,” and “knowledge” should be called 
to mind, It should also be recalled that each of these types of technologies has a different kind 
of organization design which is appropriate. However, while knowing that different kinds of 
technologies call for different kinds of organization designs is a useful sort of knowledge, it 
would be even more useful to be able to specify what type of design is appropriate with what 
type of technology. Several organizational typologies have been created which attempt to 
accomplish this task. 


Types of Technology 


An organizational typology consists of a method by which organizations with similar 
characteristics can be grouped together and distinguished from organizations with dissimilar 
characteristics. The technology being operated by an organization or one of its subunits 
(division, department, functional subgrouping) represents one useful method of classifica- 
tion. 


Joan Woodward 


One of the first organizational typologies using technology as the major variable was 
developed by Joan Woodward (1965). This typology showed that major elements of 
organization design differed by the type of organizational technology. Moreover, Wood- 
ward found organizational success to be dependent on the organization’s using a design 
appropriate to its technology. The typology itself consists of three different types of 
technology as independent variables: production runs consisting of one or only a few units, 
mass production, and continuous production. Examples of unit and small batch production are 
machine-shop operations, ship building, and building construction. The prototypic example 
of a mass production technology is the assembly line, whereas the refining of gasoline and 
the production of many chemicals and fertilizers represent continuous production tech- 


nologies. Differences in organization by type of technology found by Woodward are shown 
in Table 5-1. 


James D. Thompson 


A few years after Woodward presented her typology, James D. Thompson developed a 
three-variable typology that he felt was applicable to all types of organizations, not just 


TABLE 5-1 WOODWARD'S (1965) TECHNOLOGY AND 
STRUCTURAL DIMENSIONS 


‘ : Technology 
Structural Dimensions nig a pera = ay ee 
Unit Mass Continuous 


Median scalar levels * 4 5 L 
Median span of supervision 23 48 15 
Median direct to indirect labor 9:1 4:1 3 fal 
Median line to staff labor 8:1 51 BA 
Formalization Low High Low 
Centralization (job decisions) Low High Low 


SOURCE: Joan Woodward, Industrial Organization: Theory and Practice (London: 
Oxford University Press, 1965). 


*Includes supervisory (management) levels plus one level of nonsupervisory 
employees. 
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manufacturing. This chapter’s first article indicates that this typology consists of long- 
linked, mediating, and intensive technologies. Thompson’s long-linked technology is very 
similar to Woodward’s mass production category. A long-linked sequence is one in which 
Operation C can be performed only after Operation B, which can be done only after 
Operation A has been completed. Diagrammatically the long-linked sequence is as follows: 


An assembly line, of course, is an excellent’example of the long-linked concept, but the 
concept can also be applied to the channels of distribution in marketing: 


SUPPLIERS—>MANUFACTURER—> WHOLESALER(S)—>RET AILERS 


A mediating technology is one in which the organization brings together parties having 
complementary needs. Banks bring together depositors and borrowers. Agents, for instance 
in real estate or insurance, bring together buyers and sellers. The ombudsman brings 
together those with complaints with those who have the power to resolve the complaints. 
Many governmental bureaucracies such as Social Security, the I.R.S., social service 
agencies, and the Employment Service operate mediating technologies. 

An intensive technology is one in which a variety of techniques and technologies are 
drawn upon in order to accomplish a goal. The intensive care ward of a hospital is one 
example of this type of technology. The construction of the B-1 bomber or a NASA space 
shuttle are other examples. A commando raid to free hostages represents still another 
application of an intensive technology. 


Charles Perrow 


The final typology to be examined was developed by Charles Perrow (1967). This 
typology is quite different from the two preceding; there are two reasons for this difference: 
it is multidimensional rather than unidimensional, and it consists of four organizational types 
rather than three. As is shown in the second article for this chapter, Perrow’s typology has 
two independent variables—exceptions and the analyzability of problems. Perrow’s idea is 
that a given technology has either relatively few or relatively many exceptions. This is 
similar to the concept that organizational technologies vary as to how routine they are. The 
schematics below illustrate the similarity. 


EXCEPTIONS 
Few Many 
ROUTINENESS 


High Low 
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Exceptions 
Many 


Few 
ag 
oe 


Figure 5-1. Perrow’s technology model 


Unanalyzable 


Problems 


Analyzable 


Perrow, however, does not limit himself to the characteristic of “exceptions” (or 
“routineness”’). He describes a second dimension based on the analyzability of the problems 
faced by organizational decision makers. Thus in Perrow’s scheme, the nature of the 
organization is contingent upon the interaction of the two technology variables, as shown in 
Figure 5—1. The differences in organizations that Perrow expects to find among the cells of 
his model are discussed in his article. 


Interpreting Technology Types 


Now that these three typologies have been presented and examined to a limited degree, a 
few additional comments about them are in order. First, it is clear that technology is not the 
only variable that influences organization design. Research by Blau (1970), and Hickson, 
Pugh, and Phesey (1969) indicates that size also influences design. Moreover, it was seen 
(Chapter 4) that the external environment also has influence on the organization (Burns and 
Stalker, 1961; Lawrence and Lorsch, 1967).! 

Second, there is not a lot of empirical support for the various typologies. Woodward’s 
typology has been supported by Fullan (1970), who found predictable differences (although 
not the same as Woodward’s) in the design of automobile plants, the printing industry, and 
oil refining plants. Fullan attributed differences in worker attitudes—toward each other, 
management, strikes, and absenteeism —to differences in technology. A study by Zwerman 
(1970), designed to replicate Woodward’s, was also supportive. On the other hand, 


1. A contingency note: It could well be that the Lawrence and Lorsch study measures the rate of change in 
organizational technology, rather than the general environment. 
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research by Hickson et al. (1969), which was also intended to replicate Woodward’s study 
on a broader sample of organizations, failed to do so. As mentioned above, this study 
concluded that size had a greater influence on organization design than did technology. 

There has been even less research on the Thompson and Perrow typologies. Frost and 
Mahoney’s (1974) study is supportive of the Thompson typology. There have been no 
studies which have examined the entire Perrow typology. However, Hage and Aiken’s 
(1969) research supports the routineness (exceptions) dimension as do studies by Hall 
(1962), Udy (1958), and Burns and Stalker (1961). All of these studies indicate that 
organizations become more bureaucratized as their technologies become more routine (have 
fewer exceptions). 

Third, it is probably unrealistic to apply a particular typological category to an entire 
organization. To present an extreme example, try to fit General Motors into any single 
category of any of the typologies. The manufacturing plants are clearly mass production 
/long-linked/routine. But where do the research facilities, the lobbying departments, and 
the long-range planning departments fit? The point here is that any given organization may 
operate multiple technologies in their technical cores, different technologies at the 
managerial level, and still different technologies for dealing with the environment. 
Obviously no single typology is adequate to describe “the” organizational technology. 

The solution to this problem is to follow the lead of Lawrence and Lorsch (1967) and 
Delbecq and Van de Ven (1974) and describe departmental, or subunit, technologies. This 
approach gives the analyst a solid method of specifying the design of individual departments 
and subunits. However, designers are still left with the problem of how to go about 
coordinating the several technologies, which are normally housed in different departments. 
We will deal with this issue in the concluding statement, since it is a natural lead-in to our 
examination of technology and organization design. First, however, let us see what 
Thompson and Perrow have to say. 


The Readings 


We begin with an excerpt from James D. Thompson’s work, Organizations in Action 
(1967). In this discussion, Thompson lays out his idea that three types of technology are 
found in organizations. As we have noted, he used the following labels for the types: 
long-linked, mediating, and intensive. The author goes on to describe the actions of 
organizations as they attempt to operate under what he calls norms of rationality. Basically, 
says Thompson, organizations seek to “seal off” their technical cores from the disturbing 
influences of environmental uncertainty. Methods used in sealing off include the following: 
buffering, smoothing, anticipating, and rationing. As Thompson puts it, “these are 
maneuvering devices which provide the organization with some self-control despite 
interdependence with the environment.” 

A different, although complementary perspective on organizational technology is offered 
by Charles Perrow in the second article, “A Framework for the Comparative Analysis of 
Organizations.” We have also noted that for Perrow, organizational technology involves 
two main dimensions: the number of exceptions (few, many) encountered in the work 


2. On this latter point, the reader is reminded of the discussion in Chapter 4, especially the articles by Pfeffer and 
by Aldrich and Herker. 
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process and the analyzability (analyzable, unanalyzable) of the search process required to 
resolve those problems that do occur. He then describes four prototypic organizations based 
on the interaction of the two independent variables. A routine organization should be found 
when few exceptions occur, and the search process is highly analyzable. A nonroutine 
organization should be found when many exceptions occur and the search process is 
unanalyzable. Engineering organizations should be found when many exceptions occur in 
the work process, but procedures to locate solutions to the problem are analyzable. Craft 
organizations flourish under the opposite conditions: few exceptions in the work process, 
and unanalyzable search processes in the event of problems. Solutions in this case are located 
on a trial and error basis. 

Having described four types of technologies, Perrow then illustrates how power between 
the technical (managerial) level of the organization and the supervisory (first, foremen) 
level will vary with technology. The craft organization 1s described as being decentralized, 
the nonroutine organization as being flexible and polycentralized, the engineering 
organization as being flexible and centralized, and the routine organization as being formal 
and centralized. Perrow does not deal with success issues directly but implicitly assumes that 
organizations that are designed congruently with their technologies will be more successful 
than those that are not so designed. 


Conclusion 


In summary, this chapter poses several questions, as follows: 


1. What exactly is “organizational technology”’? 

2. What are the major types of technology that organizations use? 

3. How is technology related to the accomplishment of organizational goals? 

4. Further, how is technology related—as a design constraint—to the other design 
constraints, environment and people? 

5. How does technology affect the design variables: work design, organizational control, 
decision processes, and organization structure? 

6. Finally, how does technology affect organizational outcomes of climate and effective- 
ness? 


RATIONALITY IN ORGANIZATIONS 


JAMES D. THOMPSON 


Instrumental action is rooted on the one hand in desired 
outcomes and on the other hand in beliefs about 
cause/effect relationships. Given a desire, the state of 
man’s knowledge at any point in time dictates the kinds 
of variables required and the manner of their manipu- 
lation to bring that desire to fruition. To the extent that 
the activities thus dictated by man’s beliefs are judged 
to produce the desired outcomes, we can speak of 
technology, or technical rationality. 

Technical rationality can be evaluated by two 
criteria: instrumental and economic. The essence of 
the instrumental question is whether the specified 
actions do in fact produce the desired outcome, and the 
instrumentally perfect technology is one which inevi- 
tably achieves such results. The economic question in 
essence is whether the results are obtained with the 
least necessary expenditure of resources, and for this 
there is no absolute standard. Two different routes to 
the same desired outcome may be compared in terms of 
cost, or both may be compared with some abstract 
ideal, but in practical terms the evaluation of economy 
is relative to the state of man’s knowledge at the time of 
evaluation. 

We will give further consideration to the assessment 
of organizational action in a later chapter, but it is 
necessary to distinguish at this point between the 
instrumental and economic questions because present 
literature about organizations gives considerable atten- 
tion to the economic dimension of technology but hides 
the importance of the instrumental question, which in 
fact takes priority. The cost of doing something can be 
considered only after we know that the something can 
be done. 

Complex organizations are built to operate tech- 
nologies which are found to be impossible or impracti- 
cal for individuals to operate. This does not mean, 
however, that technologies operated by complex orga- 
nizations are instrumentally perfect. The instrumen- 


tally perfect technology would produce the desired 
outcome inevitably, and this perfection is approached 
in the case of continuous processing of chemicals or in 
mass manufacturing—for example, of automobiles. A 
less perfect technology will produce the desired out- 
come only part of the time; nevertheless, it may be 
incorporated into complex organizations, such as the 
mental hospital, because desire for the possible outcome 
is intense enough to settle for possible rather than 
highly probable success. Sometimes the intensity of 
desire for certain kinds of outcomes, such as world 
peace, leads to the creation of complex organizations 
such as the United Nations to operate patently imper- 
fect technologies. 


VARIATIONS IN TECHNOLOGIES 


Clearly, technology is an important variable in under- 
standing the actions of complex organizations. In 
modern societies the variety of desired outcomes for 
which specific technologies are available seems infinite. 
A complete but simple typology of technologies which 
has found order in this variety would be quite helpful. 
Typologies are available for industrial production 
(Woodward, 1965) and for mental therapy (Hawkes, 
1962) but are not general enough to deal with the 
range of technologies found in complex organizations. 
Lacking such a typology, we will simply identify three 
varieties which are 1. widespread in modern society 
and 2. sufficiently different to illustrate the proposi- 
tions we wish to develop. 


The Long-Linked Technology' 


A long-linked technology involves serial interdepen- 
dence in the sense that act Z can be performed only 


1. The notions in this section rest especially on conversations some 
years ago with Frederick L. Bates. For a different but somewhat 
parallel analysis of workflows, see Dubin, 1959. 


James D. Thompson, Organizations in Action (New York: McGraw-Hill, 1967), pp.14-24. © 1967 McGraw-Hill Book Company. 


Reprinted by permission. 
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after successful completion of act Y, which in turn rests 
on act X, and so on. The original symbol of technical 
rationality, the mass production assembly line, is of this 
long-linked nature. It approaches instrumental perfec- 
tion when it produces a single kind of standard product, 
repetitively and at a constant rate. Production of only 
one kind of product means that a single technology is 
required, and this in turn permits the use of clear-cut 
criteria for the selection of machines and tools, con- 
struction of workflow arrangements, acquisition of raw 
materials, and selection of human operators. Repetition 
of the productive process provides experience as a 
means of eliminating imperfections in the technology; 
experience can lead to the modification of machines 
and provide the basis for scheduled preventive mainte- 
nance. Repetition means that human motions can also 
be examined, and through training and practice, en- 
ergy losses and errors minimized. It is in this setting 
that the scientific-management movement has perhaps 
made its greatest contribution. 

The constant rate of production means that, once 
adjusted, the proportions of resources involved can be 
standardized to the point where each contributes to its 
capacity; none need be underemployed. This of course 
makes important contributions to the economic aspect 
of the technology. 


The Mediating Technology 


Various organizations have, as a primary function, the 
linking of clients or customers who are or wish to be 
interdependent. The commercial bank links depositors 
and borrowers. The insurance firm links those who 
would pool common risks. The telephone utility links 
those who would call and those who would be called. 
The post office provides a possible linkage of virtually 
every member of the modern society. The employ- 
ment agency mediates the supply of. labor and the 
demand for it. 

Complexity in the mediating technology comes not 
from the necessity of having each activity geared to the 
requirements of the next but rather from the fact that 
the mediating technology requires operating in stan- 
dardized ways, and extensively; e.g., with multiple 
clients or customers distributed in time and space. 

The commercial bank must find and aggregate 
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deposits from diverse depositors; but however diverse 
the depositors, the transaction must conform to stan- 
dard terms and to uniform bookkeeping and account- 
ing procedures. It must also find borrowers; but no 
matter how varied their needs or desires, loans must be 
made according to standardized criteria and on terms 
uniformly applied to the category appropriate to the 
particular borrower. Poor risks who receive favored 
treatment jeopardize bank solvency. Standardization 
permits the insurance organization to define categories 
of risk and hence to sort its customers or potential 
customers into appropriate aggregate categories, the 
insured who is not a qualified risk but is so defined 
upsets the probabilities on which insurance rests. The 
telephone company became viable only when the 
telephone became regarded as a necessity, and this did 
not occur until equipment was standardized to the 
point where it could be incorporated into one network. 
Standardization enables the employment agency to 
aggregate job applicants into categories which can be 
matched against standardized requests for employees. 

Standardization makes possible the operation of the 
mediating technology over time and through space by 
assuring each segment of the organization that other 
segments are operating in compatible ways. It is in such 
situations that the bureaucratic techniques of categori- 
zation and impersonal application of rules have been 
most beneficial (Weber, 1947; Merton, 1957a). 


The Intensive Technology 


This third variety we label intensive to signify that a 
variety of techniques is drawn upon in order to achieve 
a change in some specific object; but the selection, 
combination, and order of application are determined 
by feedback from the object itself. When the object is 
human, this intensive technology is regarded as 
“therapeutic,” but the same technical logic is found also 
in the construction industry (Stinchcombe, 1959) and 
in research where the objects of concern are nonhu- 
man. 

The intensive technology is most dramatically illus- 
trated by the general hospital. At any moment an 
emergency admission may require some combination 
of dietary, x-ray, laboratory, and housekeeping or hotel 
services, together with the various medical specialties, 
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pharmaceutical services, occupational therapies, social 
work services, and spiritual or religious services. 
Which of these, and when, can be determined only 
from evidence about the state of the patient. 

In the construction industry, the nature of the crafts 
required and the order in which they can be applied 
depend on the nature of the object to be constructed 
and its setting; including, for example, terrain, climate, 
weather. Organized or team research may draw from a 
variety of scientific or technical skills, but the particular 
combination and the order of application depend on the 
nature of the problem defined. 

The development of military combat teams, with a 
muluplicity of highly skilled capacities to be applied to 
the requirements of changing circumstances, repre- 
sents a shift toward the intensive technology in military 
operations (Janowitz, 1959). 

The intensive technology is a custom technology. Its 
successful employment rests in part on the availability 
of all the capacities potentially needed, but equally on 
the appropriate custom combination of selected capa- 
cities as required by the individual case or project. 


Boundaries of Technical Rationality 


Technical rationality, as a system of cause/effect 
relationships which lead to a desired result, is an 
abstraction. It is instrumentally perfect when it be- 
comes a closed system of logic. The closed system of 
logic contains all relevant variables, and only relevant 
variables. All other influences, or exogenous variables, 
are excluded; and the variables contained in the system 
vary only to the extent that the experimenter, the 
manager, or the computer determines they should. 

When a technology is put to use, however, there 
must be not only desired outcomes and knowledge of 
relevant cause/effect relationships, but also power to 
control the empirical resources which correspond to 
the variables in the logical system. A closed system of 
action corresponding to a closed system of logic would 
result in instrumental perfection in reality. 

The mass production assembly operation and the 
continuous processing of chemicals are more nearly 
perfect, in application, than the other two varieties 
discussed above because they achieve a high degree of 
control over relevant variables and are relatively free 
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from disturbing influences. Once started, most of the 
action involved in the long-linked technology is dic- 
tated by the internal logic of the technology itself. 
With the mediating technology, customers or clients 
intrude to make difficult the standardized activities 
required by the technology. And with the intensive 
technology, the specific case defines the component 
activities and their combination from the larger array 
of components contained in the abstract technology. 

Since technical perfection seems more nearly ap- 
proachable when the organization has control over all 
the elements involved, 


Proposition 5.1: Under norms of rationality, orga- 
nizations seek to seal off their core technologies 
from environmental influences. 


ORGANIZATIONAL RATIONALITY 


When organizations seek to translate the abstractions 
called technologies into action, they immediately face 
problems for which the core technologies do not 
provide solutions. 

Mass production manufacturing technologies are 
quite specific, asswming that certain inputs are provided 
and finished products are somehow removed from the 
premises before the productive process is clogged; but 
mass production technologies do not include variables 
which provide solutions to either the input- or output- 
disposal problems. The present technology of medicine 
may be rather specific if certain tests indicate an 
appendectomy is in order, if the condition of the 
patient meets certain criteria, and if certain medical 
staff, equipment, and medications are present. But 
medical technology contains no cause/effect state- 
ments about bringing sufferers to the attention of 
medical practitioners, or about the provision of the 
specified equipment, skills, and medications. The tech- 
nology of education rests on abstract systems of belief 
about relationships among teachers, teaching materials, 
and pupils; but learning theories assume the presence of 
these variables and proceed from that point. 

One or more technologies constitute the core of all 
purposive organizations. But this technical core is 
always an incomplete representation of what the 
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organization must do to accomplish desired results. 
Technical rationality is a necessary component but 
never alone sufficient to provide organizational ratio- 
nality, which involves acquiring the inputs which are 
taken for granted by the technology, and dispensing 
outputs which again are outside the scope of the core 
technology. 

At a minimum, then, organizational rationality in- 
volves three major component activities: 1. input 
activities, 2. technological activities, and 3. output 
activities. Since these are interdependent, organiza- 
tional rationality requires that they be appropriately 
geared to one another. The inputs acquired must be 
within the scope of the technology, and it must be 
within the capacity of the organization to dispose of the 
technological production. 

Not only are these component activities interdepen- 
dent, but both input and output activities are interde- 
pendent with environmental elements. Organizational 
rationality, therefore, never conforms to closed-system 
logic but demands the logic of an open system. 
Moreover, since the technological activities are em- 
bedded in and interdependent with activities which are 
open to the environment, the closed system can never 
be completely attained for the technological compo- 
nent. Yet we have offered the proposition that organi- 
zations subject to rationality norms seek to seal off their 
core technologies from environmental influences. How 
do we reconcile these two contentions? 


Proposition 5.2: Under norms of rationality, orga- 
nizations seek to buffer environmental influences 
by surrounding their technical cores with input 
and output components. 


To maximize productivity of a manufacturing tech- 
nology, the technical core must be able to operate as if 
the market will absorb the single kind of product at a 
continuous rate, and as if inuts flowed continuously, at 
a steady rate and with specified quality. Conceivably 
both sets of conditions could occur; realistically they do 
not. But organizations reveal a variety of devices for 
approximating these “as if” assumptions, with input 
and output components meeting fluctuating environ- 
ments and converting them into steady conditions for 
the technological core. 
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Buffering on the input side is illustrated by the 
stockpiling of materials and supplies acquired in an 
irregular market, and their steady insertion into the 
production process. Preventive maintenance, whereby 
machines or equipment are repaired on a scheduled 
basis, thus minimizing surprise, is another example of 
buffering by the input component. The recruitment of 
dissimilar personnel and their conversion into reliable 
performers through training or indoctrination 1s an- 
other; it is most dramatically illustrated by basic 
training or boot camp in military organizations (Dorn- 
busch, 1955). 

Buffering on the output side of long-linked tech- 
nologies usually takes the form of maintaining ware- 
house inventories and items in transit or in distributor 
inventories, which permits the technical core to pro- 
duce at a constant rate, but distribution to fluctuate 
with market conditions. 

Buffering on the input side is an appropriate and 
important device available to all types of organizations. 
Buffering on the output side is especially important for 
mass-manufacturing organizations, but is less feasible 
when the product is perishable or when the object is 
inextricably involved in the technological process, as in 
the therapeutic case. 

Buffering of an unsteady environment obviously 
brings considerable advantages to the technical core, 
but it does so with costs to the organizations. A classic 
problem in connection with buffering is how to 
maintain inventories, input or output, sufficient to meet 
all needs without incurring obsolescence as needs 
change. Operations research recently has made impor- 
tant contributions toward this problem of “run out 
versus obsolescence,” both of which are costly. 

Thus while a fully buffered technological core would 
enjoy the conditions for maximum technical rational- 
ity, organizational rationality may call for compromises 
between conditions for maximum technical efficiency 
and the energy required for buffering operations. In an 
unsteady environment, then, the organization under 
rationality norms must seek other devices for protect- 
ing its technical core. 

Proposition 5.3: Under norms of rationality, orga- 
nizations seek to smooth out input and output 
transactions. 
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Whereas buffering absorbs environmental fluctua- 
tions, smoothing or leveling involves attempts to re- 
duce fluctuations in the environment. Utility firms— 
electric, gas, water, or telephone—may offer 
inducements to those who use their services during 
“trough” periods, or charge premiums to those who 
contribute to “peaking.” Retailing organizations faced 
with seasonal or other fluctuations in demand, may 
offer inducements in the form of special promotions or 
sales during slow periods. Transportation organiza- 
tions such as airlines may offer special reduced fare 
rates on light days or during slow seasons. 

Organizations pointed toward emergencies, such as 
fire departments, attempt to level the need for their 
services by activities designed to prevent emergencies, 
and by emphasis on early detection so that demand is 
not allowed to grow to the point that would overtax the 
capacity of the organization. Hospitals accomplish 
some smoothing through the scheduling of nonemer- 
gency admissions. 

Although action by the organization may thus 
reduce fluctuations in demand, complete smoothing of 
demand is seldom possible. But a core technology 
interrupted by constant fluctuation and change must 
settle for a low degree of technical rationality. What 
other devices do organizations employ to protect core 
technologies? 


Proposition 5.4: Under norms of rationality, orga- 
nizations seek to anticipate and adapt to environ- 
mental changes which cannot be buffered or 
leveled. 


If environmental fluctuations penetrate the organi- 
zation and require the technical core to alter its 
activities, then environmental fluctuations are exo- 
genous variables within the logic of technical rational- 
ity. To the extent that environmental fluctuations can 
be anticipated, however, they can be treated as con- 
straints on the technical core within which a closed 
system of logic can be employed. 

The manufacturing firm which can correctly fore- 
cast demand for a particular me period can thereby 
plan or schedule operations of its technical core at a 
steady rate during that period. Any changes in techni- 
cal operations due to changes in the environment can 


be made at the end of the period on the basis of 
forecasts for the next period. 

Organizations often learn that some environmental 
fluctuations are patterned, and in these cases forecast- 
ing and adjustment appear almost automatic. The post 
office knows, for example, that in large commercial 
centers large volumes of business mail are posted at the 
end of the business day, when secretaries leave offices. 
Recently the post office has attempted to buffer that 
load by promising rapid treatment of mail posted in 
special locations during morning hours. Its success in 
buffering is not known at this writing, but meanwhile 
the post office schedules its technical activities to meet 
known daily fluctuations. It can also anticipate heavy 
demand during November and December, thus allow- 
ing its input components lead time in acquiring addi- 
tional resources. 

Banks likewise learn that local conditions and cus- 
toms result in peak loads at predictable times during the 
day and week, and can schedule their operations to 
meet these shifts (Argyris, 1954). 

In cases such as these, organizations have amassed 
sufficient experience to know that fluctuations are 
patterned with a high degree of regularity or probabil- 
ity; but when environmental fluctuations are the result 
of combinations of more dynamic factors, anticipation 
may require something more than the simple projec- 
tion of previous experience. It is in these situations that 
forecasting emerges as a specialized and elaborate 
activity, for which some of the emerging manage- 
ment-science or statistical-decision theories seem espe- 
cially appropriate. 

To the extent that environmental fluctuations are 
unanticipated they interfere with the orderly operation 
of the core technology and thereby reduce its perfor- 
mance. When such influences are anticipated and 
considered as constraints for a particular period of time, 
the technical core can operate as if it enjoyed a closed 
system. 

Buffering, leveling, and adaptation to anticipated 
fluctuations are widely used devices for reducing the 
influence of the environment on the technological cores 
of organizations. Often they are effective, but there are 
occasions when these devices are not sufficient to ward 
off environmental penetration. 
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Proposition 5.5: When buffering, leveling, and 
forecasting do not protect their technical cores 
from environmental fluctuations, organizations 
under norms of rationality resort to rationing. 


Rationing is most easily seen in organizations 
pointed toward emergencies, such as hospitals. Even in 
nonemergency situations hospitals may ration beds to 
physicians by establishing priority systems for non- 
emergency admissions. In emergencies, such as com- 
munity disasters, hospitals may ration pharmaceutical 
dosages or nursing services by dilution—by assigning a 
fixed number of nurses to a larger patient population. 
Mental hospitals, especially state mental hospitals, may 
ration technical services by employing primarily or- 
ganic-treatment procedures—electroshock, drugs, in- 
sulin—which can be employed more economically than 
psychoanalytic or milieu therapies (Belknap, 1956). 
Teachers and caseworkers in social welfare organiza- 
uons may ration effort by accepting only a portion of 
those seeking service, or if not empowered to exercise 
such discretion, may concentrate their energies on the 
more challenging cases or on those which appear most 
likely to yield satisfactory outcomes (Blau, 1955). 

But rationing is not a device reserved for therapeutic 
organizations. The post office may assign priority to 
first-class mail, attending to lesser classes only when the 
priority task is completed. Manufacturers of suddenly 
popular items may ration allotments to wholesalers or 
dealers, and if inputs are scarce, may assign priorities to 
alternative uses of those resources. Libraries may ration 
book loans, acquisitions, and search efforts (Meier, 
1963). 

Rationing is an unhappy solution, for its use signifies 
that the technology is not operating at its maximum. 
Yet some system of priorities for the allocation of 
capacity under adverse conditions is essential if a 
technology is to be instrumentally effective—if action is 
to be other than random. 


The Logic of Organizational Rationality 


Core technologies rest on closed systems of logic, but 
are invariably embedded in a larger organizational 
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rationality which pins the technology to a me and 
place, and links it with the larger environment through 
input and output activities. Organizational rationality 
thus calls for an open-system logic, for when the 
organization is opened to environmental influences, 
some of the factors involved in organizational action 
become constraints; for some meaningful period of time 
they are not variables but fixed conditions to which the 
organization must adapt. Some of the factors become 
contingencies, which may or may not vary, but are not 
subject to arbitrary control by the organization. 

Organizational rationality therefore is some result of 
1. constraints which the organization must face, 2. 
contingencies which the organization must meet, and 
3. variables which the organization can control. 


RECAPITULATION 


Perfection in technical rationality requires complete 
knowledge of cause/effect relations plus control over 
all of the relevant variables, or closure. Therefore, 
under norms of rationality (Prop. 5.1), organizations 
seek to seal off their core technologies from environ- 
mental influences. Since complete closure is impossible 
(Prop. 5.2), they seek to buffer environmental influ- 
ences by surrounding their technical cores with input 
and output components. 

Because buffering does not handle all variations in an 
unsteady environment, organizations seek to smooth 
input and output transactions (Prop. 5.3), and to 
anticipate and adapt to environmental changes which 
cannot be buffered or smoothed (Prop. 5.4), and 
finally, when buffering, leveling, and forecasting do not 
protect their technical cores from environmental fluc- 
tuations (Prop. 5.5), organizations resort to rationing. 

These are maneuvering devices which provide the 
organization with some self-control despite interde- 
pendence with the environment. But if we are to gain 
understanding of such maneuvering, we must consider 
both the direction toward which maneuvering is de- 
signed and the nature of the environment in which 
maneuvering takes place. 


A FRAMEWORK FOR THE COMPARATIVE 
ANALYSIS OF ORGANIZATIONS 


CHARLES PERROW 


This paper presents a perspective on organizations that 
hopefully will provide a basis for comparative organi- 
zational analysis, and also allow one to utilize selectively 
the existing theories of organizational behavior.! There 
are four characteristics of this perspective. 

_ First, technology, or the work done in organizations, 
is considered the defining characteristic of organiza- 
tons. That is, organizations are seen primarily as 
systems for getting work done, for applying techniques 
to the problem of altering raw materials— whether the 
materials be people, symbols or things. This is in 
contrast to other perspectives which see organizations 
as, for example, cooperative systems, institutions, or 
decision-making systems. 

Second, this perspective treats technology as an 
independent variable, and structure—the arrange- 
ments among people for getting work done—as a 
dependent variable. Goals are conceived of as being in 
part a dependent variable. What is held to be an 
independent and dependent variable when one ab- 
stracts general variables from a highly interdependent 
and complex social system is less of an assertion about 
reality than a strategy of analysis. Thus, no claim is 
made that for all purposes technology need be an 
independent variable. 

Third, this perspective attempts to conceptualize the 
organization as a whole, rather than to deal only with 
specific processes or subparts. Thus, while the impor- 


1. Revision of a paper read at the 1966 Annual Meeting of the 
American Sociological Association. This paper was prepared during 
the course of research on industrial corporations supported by Grant 
No. GS-742, National Science Foundation. Numerous colleagues 
criticized an earlier version unstintingly, but I would like to single 
out Ernest Vargas, Geoffrey Guest, and Anthony Kovner, who 
transcended their graduate student roles at the University of 
Pittsburgh during the formulation of these ideas in sticky field 
situations. 


tance of technology has often been demonstrated 
within work groups or for particular organizational 
processes, here it will be used as a basis for dealing with 
the organization as an organization. 

Finally, and in the long run perhaps most impor- 
tantly, the perspective holds that technology is a better 
basis for comparing organizations than the several 
schemes which now exist (Parsons, 1960; Blau and 
Scott, 1962; Etzioni, 1961). 

None of these points in itself is new, and the last 
section of this article discusses the uses to which the 
concept of technology has been put by others. How- 
ever, the attempt to deal with all four points simulta- 
neously, or, to put it differently, to pay systematic 
attention to the role of technology in analyzing and 
comparing organizations as a whole, is believed to be 
distinctive. 


TECHNOLOGY AND RAW MATERIALS 


By technology is meant the actions that an individual 
performs upon an object, with or without the aid of 
tools or mechanical devices, in order to make some 
change in that object. The object, or “raw material,” 
may be a living being, human or otherwise, a symbol or 
an inanimate object. People are raw materials in 
people-changing or people-processing organizations; 
symbols are materials in banks, advertising agencies 
and some research organizations; the interactions of 
people are raw materials to be manipulated by admin- 
istrators in organizations; boards of directors, commit- 
tees and councils are usually involved with the chang- 
ing or processing of symbols and human interactions, 
and so on. 

In the course of changing this material in an 
organizational setting, the individual must interact 


Charles A. Perrow, “A Framework for the Comparative Analysis of Organizations,” from the American Sociological Review, 1967, 
pp. 194-208. © 1967 by the American Sociological Association. Washington D.C. Reprinted by permission of the publisher and author. 
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with others. The form that this interaction takes we 
will call the structure of the organization. It involves 
the arrangements or relationships that permit the 
coordination and control of work. Some work 1s 
actually concerned with changing or maintaining the 
structure of an organization. Most administrators have 
this as a key role, and there is a variety of technologies 
for it. The distinction between technology and struc- 
ture has its gray areas, but basically it is the difference 
between an individual acting directly upon a material 
that is to be changed and an individual interacting with 
other individuals in the course of trying to change that 
material. In some cases the material to be changed and 
the “other individuals” he interacts with are the same 
objects, but the relationships are different in each case. 
There are a number of aspects of technology which 
are no doubt important to consider in some contexts, 
such as the environment of the work (noise, dirt, etc.) 
or the possibilities of seductive or exploitative relation- 
ships with clients, patients or customers. For our 
purposes, however, we are concerned with two aspects 
of technology that seem to be directly relevant to 
organizational structure. The first is the number of 
exceptional cases encountered in the work,” that is, the 
degree to which stimuli are perceived as familiar or 
unfamiliar. This varies on a scale from low to high. 


2. See March and Simon (1958: 141-42), where a related distinc- 
tion is made on the basis of search behavior. In our view the 
occurrence of an exceptional case precedes search behavior, and 
various types of search behavior can be distinguished. 


Search 


The second is the nature of the search process that is 
undertaken by the individual when exceptions occur. 
We distinguish two types of search process. The first 
type involves a search which can be conducted on a 
logical, analytical basis. Search processes are always 
exceptional actions undertaken by the individual. They 
are nonroutine. No programs exist for them. If a 
program exists, only a very trivial search is involved in 
switching from one program to another program when 
the stimuli change (March and Simon, 1958: 142). But 
though nonroutine, one type of search may be logical, 
systematic and analytical. This is exemplified by the 
mechanical engineering unit of a firm building large 
machinery, or by programmers writing individual 
programs for slow readers in a special school. The 
second type of search process occurs when the problem 
is so vague and poorly conceptualized as to make it 
virtually unanalyzable. In this case, no “formal” search 
is undertaken, but instead one draws upon the residue 
of unanalyzed experience or intuition, or relies upon 
chance and guesswork. Examples would be work with 
exotic metals or nuclear fuels, psychiatric casework, 
and some kinds of advertising. We can conceive of a 
scale from analyzable to unanalyzable problems. 

If we dichotomize these two continua into the 
presence or absence of exceptional cases and into the 
presence or absence of analyzable problems, we have a 
four-fold table as in Figure 5—2. The upper right-hand 
quadrant, cell 2, where there are many exceptional 
cases and a few analytic techniques for analyzing them, 


Unanalyzable problems 


Many exceptions 


Craft industries 
(specialty glass) 


Few exceptions 


Routine Ser 
(tonnage steel mills, 
_— 7 screw and bolts) 


—_ 
— 


Nonroutine — — 
(aerospace) 


Many exceptions 


Engineering 
(heavy machinery) 


Analyzable problems 


Figure 5-2. Technology variable (industrial example) 
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is one extreme to which we will refer as nonroutine. In 
the lower left-hand quadrant, cell 4, we have the 
routine extreme, where there are few exceptions and 
there are analytic techniques for handling those that 
occur. A one-dimensional scheme would follow the 
dotted line from routine to nonroutine. But note that 
the other two quadrants may represent viable cases in 
themselves and they have been labeled with some 
industrial examples. Few cases would probably fall in 
the upper left-hand corner of cell 1, or lower right- 
hand corner of cell 3, but otherwise many organiza- 
tions are expected to appear in these two cells. 

Techniques are performed upon raw materials. The 
state of the art of analyzing the characteristics of the 
raw materials is likely to determine what kind of 
technology will be used. (Tools are also necessary, of 
course, but by and large, the construction of tools is a 
simpler problem than the analysis of the nature of the 
material and generally follows the analysis.) To un- 
derstand the nature of the material means to be able to 
control it better and achieve more predictability and 
efficiency in transformation. We are not referring here 
to the “essence” of the material, only to the way the 
organization itself perceives it. 

The other relevant characteristic of the raw mate- 
rial, besides the understandability of its nature, is its 
stability and variability; that is, whether the material 
can be treated in a standardized fashion or whether 
continual adjustment to it is necessary. Organizations 
uniformly seek to standardize their raw material in 
order to minimize exceptional situations. This is the 
point of de-individualizing processes found in military 
academies, monasteries and prisons, or the superiority 
of the synthetic shoe material Corfam over leather. 

These two characteristics interact, of course. On the 
one hand, increased knowledge of the nature of the 
material may lead to the perception of more varieties of 
possible outcomes or products, which in turn increases 
the need for more intimate knowledge of the nature of 
the material. Or the organization, with increased 
knowledge of one type of material, may begin to work 
with a variety of related materials about which more 
needs to be known, as when a social service agency or 
employment agency relaxes its admission criteria as it 
gains confidence, but in the process sets off more search 
behavior, or when a manufacturing organization starts 
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producing new but related products. On the other 
hand, if increased knowledge of the material is gained 
but no expansion of the variety of output occurs, this 
permits easier analysis of the sources of problems that 
may arise in the transformation process. It may also 
allow one to prevent the rise of such problems by the 
design of the production process. 

A recent analysis of a public defender system by 
Sudnow highlights the twin characteristics of the 
material variable (Sudnow, 1965: 255-76). On the 
one hand, offenders are distributed into uniform cate- 
gories by means of the conception of the “normal 
crime,’ and on the other hand, control over the 
individual offender is insured because the public de- 
fender well understands the offender’s “nature” —that 
is, his low status, limited understanding and intellectual 
resources, and his impecunious condition. The tech- 
nology, then, can be routine because there are few 
exceptions (and these are handled by a different set of 
personnel) and no search behavior on the public 
defender’s part is required. The lawyer in private 
practice, of course, is a contrasting case (Street et al., 
1966). 

It will readily be seen that these two characteristics 
of the raw material are paralleled in the four-fold table 
of technology (Figure 5—3). If the technology of an 
organization is going to move from cell 2 to any of the 
other cells, it can only do so either by reducing the 
variability of the material and thus the number of 
exceptional cases that occur, or by increasing the 
knowledge of the material and thus allowing more 
analytic techniques to be used, or both. One may move 
from cell 2 to cell 1 with increasing production runs, 
clients served, accounts handled, research projects 
underway, agency programs administered and so forth, 
since this allows more experience to be gained and thus 
reduces the number of stimuli seen as exceptions. If 
technical knowledge increases, increasing the reliabil- 
ity of search procedures, one may move from cell 2 to 
cell 3. If both things happen—and this is the aim of 
most organizations—one may move from cell 2 to cell 
43 


3. Some organizations, such as mental hospitals, perceive that their 
technology is inadequate to their goals, and try to move from cell 4 to 
cell 2 in the search for a new technology. 
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Perceived Nature of Raw Material 


Variability 
of Material 


Socializing institutions 
(e.g., some schools) 


Perceived as uni- 
form and stable 


Custodial institutions, 
vocational training 


Not well understood 


Elite psychiatric 
agency 


Perceived as non- 
uniform and unstable 


Programmed learning 
school 


Well understood 


Figure 5-3. Raw material variables (people-changing examples) 


TASK AND SOCIAL STRUCTURE 


For our purpose, the task structure of an organization is 
conceived of as consisting of two dimensions, control 
and coordination. Control itself can be broken up into 
two components. They are the degree of discretion an 
individual or group possesses in carrying out its tasks, 
and the power of an individual or group to mobilize 
scarce resources and to control definitions of various 
situations, such as the definition of the nature of the raw 
material. Discretion here does not mean freedom from 
supervision or freedom simply to vary task sequences 
or pace of work. Both of these are compatible with 
routine activities, and some nonroutine tasks must be 
closely supervised or have precise sequences of tasks, 
once a program is selected, because of their critical 
nature. Nor does the length of time between perfor- 
mance reviews (Jaques, 1959) necessarily indicate 
discretion. Rather, discretion involves judgments about 
whether close supervision is required on one task or 
another, about changing programs, and about the 
interdependence of one’s task with other tasks.* Dis- 


4. This raises serious operationalization problems. In my own work, 
first-line supervisors were said to have considerable independence in 
some routine production situations, and to have, little in some 
nonroutine situations, according to a questionnaire, though it was 
observed that the former had little discretion and the latter a good 
deal. Kovner found the same kind of responses with a similar 
question regarding control of job and pace of work among nurses in 
routine and nonroutine nursing units. See Kovner (1966) and Coser 
(1958: 56-64). 


cretion and power may often be correlated (Perrow, 
1961a; Crozier, 1964), but there is an important 
distinction. Power affects outcomes directly because it 
involves choices regarding basic goals and strategies. 
Discretion relates to choices among means and judg- 
ments of the critical and interdependent nature of 
tasks. The consequences of decisions in the case of 
discretion have no direct influence on goals and 
strategies, these decisions are formed within the 
framework of accepted goals and strategies. 

Coordination, on the other hand, can be achieved 
through planning or feedback, to use the terms pro- 
posed by March and Simon (1958: 160). Coordination 
by planning refers to the programmed interaction of 
tasks, which interaction 1s clearly defined by rules or by 
the very tools and machinery or the logic of the 
transformation process. Coordination by feedback, on 
the other hand, refers to negotiated alterations in the 
nature or sequence of tasks performed by two different 
units. 

It is now necessary to distinguish three functional or 
task areas within management in organizations. Area 
One, the design and planning function, entails such 
major decisions as what goods or services are to be 
produced, who the customers will be, the technology 
employed, and the source of legitimacy and capital. 
Area Two, the technical control and support of 
production and marketing, includes such functions (to 
use industrial terms) as accounting, product and pro- 
cess research, quality control, scheduling, engineering, 
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plant management, purchasing, customer service, ad- 
vertising, market research, and general sales manage- 
ment. (Not all are important, or even existent, of 
course, in all industrial organizations.) This is distin- 
guished as a function, though not necessarily in terms 
of actual persons or positions, from Area Three, the 
supervision of production and marketing. This area 
involves the direct supervision of those dealing with the 
basic raw materials and those doing direct selling 

(Woodward, 1965). In the subsequent discussion we 
shall ignore marketing, and, for a time, Area One. 

- Figure 5—4 shows crudely the kinds of values that 
might be expected to appear in the task structure, 
considering only Areas Two and Three—technical 
control and support of production, and the supervision 
of production. Some global organizational character- 
izations of structure are given at the bottom of each 
cell. Those familiar with Burns and Stalker’s work will 
recognize cell 2 as closest to the organic structure and 
cell 4 as closest to the mechanistic structure (Burns and 
Stalker, 1961). 

In cell 2, we have nonuniform raw materials in both 
areas which are not well understood, and thus present 
many occasions for exceptional handling. However, 
the search required cannot be logically conducted, but 
must involve a high degree of experimentation and 
“feel.” In such a technological situation, the discretion 
of both those who supervise the transformation of the 
basic raw material, and those who provide technical 
help for this process, must be high. The supervisors will 


request help from technical personnel rather than 
receive orders from them, or there may not even be a 
clear line of distinction between the two in terms of 
persons. That is, the clinical psychologist or the quality 
control engineer will find himself “on the line” so to 
speak, dealing directly with patients or exotic metals 
and working side by side with the supervisors who are 
nominally of lower status. The power of both groups 
will be high, and not at the expense of each other. The 
coordination will be through feedback—that is, con- 
siderable mutual adjustment must be made. The in- 
terdependence of the two groups will be high. The 
development of product groups and product managers 
in industry provides an example, as does the somewhat 
premature attempt of one correctional institution to 
utilize a cottage system bringing both clinical and line 
personnel together with joint responsibility for run- 
ning autonomous cottages (Street, 1966). 

In the case of cell 4, uniform stable materials whose 
relevant nature is perceived as well understood can be 
handled with few exceptions occurring, and those that 
do occur can be taken care of with analytical search 
processes. In such a situation the discretion of both 
groups is likely to be low. This is a well-programmed 
production process and there is no need to allow much 
discretion. Indeed, there is danger in doing so. How- 
ever, the power of the technical group over the 
supervisory group is high, for they direct the activities 
of the supervisors of production on the basis of routine 
reports generated by the supervisors. Those in Area 
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Three are likely to see those in Area Two as hin- 
drances to their work rather than aides. Coordination 
can be through planning in both groups, and the 
interdependence of the two groups is low; it is a 
directive rather than an interdependent relationship. 

Cell 3 represents a variation from either of these 
extremes, for here, in contrast to cell 2, the existence of 
many exceptions which require search procedures 
increases both the power and the discretion of the 
technical group, which handles these exceptions, at the 
expense of the supervisory group. The supervisors of 
production respond to the results of these search 
processes rather than undertake search themselves. In 
the case of cell 1, the situation 1s reversed. Because 
search cannot be logical and analytical, when the 
infrequent exceptions occur they are handled by those 
in closest contact with the production process such as 
teachers and skilled craftsmen, and there 1s minimal 
development of administrative services. Of course, in 
schools that attempt to do little socialization but simply 
offer instruction and provide custody, technical (ad- 
ministrative) services grow and we move to cell 2. 

Having thus related technology to task structure, let 
us turn to another aspect of structure—the non-task- 
related but organizationally relevant interactions of 
people. We call this the social structure. 

Figure 5—5 follows our previous four-fold classifica- 
tion and indicates the variety of bases for non-task-re- 
lated interactions. All are present in all organizations, 
but the saliency varies. In cell 2, these interactions are 
likely to revolve more around the mission, long-range 
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(communal) 
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(job security, pay, protection from arbi- 
trary power) 


goals, and direction of development of the organiza- 
tions than around the other three bases. This is because 
of the task structure characteristic of a flexible, poly- 
centric organization, or at least is related to it. The 
category “social identity” in cell 1 is meant to convey 
that the non-task-related interactions of personnel that 
are organizationally relevant revolve around communal 
or personal satisfactions born of long tenure and close 
working relationships. This is true especially at the 
supervisory level, which is a large management group 
in this type of structure. However, it is very possible, as 
Blauner and others have shown, for communal rela- 
tions to develop in cell 4 types of organizations if the 
organization is located in a rural area where kinship and 
rural ties are strong (Blauner, 1964). The basis of 
interaction in cell 3 is instrumental identity and in cell 
4, work or task identification. These would also be 
predicted upon the basis of the technology. 

So far we have ignored Area One—design and 
planning. This area receives more inputs from the 
environment than the other areas, and thus its tasks and 
technologies are derived from both internal and exter- 
nal sumuli. If the product environment of the organi- 
zation—a term meant to cover competitors, customers, 
suppliers, unions and regulatory agencies—were the 
same in all four cells of Figure 5—4, we would expect 
the design and planning areas in cell 4 to have routine 
tasks and techniques, and nonroutine ones in cell 2. 
This is because the occasions for design and long-range 
planning would be few in the one and many in the 
other. For example, at least until very recently, the 
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Figure 5-5. Social structure, the bases of non-task-related interaction 
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decisions that executives in the primary metals indus- 
tries, railroads and surface mining had to make were 
probably rather routine, while those of executives in 
new industries such as electronics and aerospace were 
probably nonroutine (Chandler, 1962: 329-30; 
Sunchcombe, 1965: 142-69). One would expect that 
cell 1 would also be routine, and cell 3 somewhat 
nonroutine. But the product environment can alter all 
this. Organizations in cell 4 can be in a rapidly 
changing market situation even though the technical 
control and the supervision of production are fairly 
routine. Consumer goods industries probably deal with 
many decisions where the search behavior confronts 
unanalyzable problems such as the hemline of women’s 
clothes, fads in the toy industry, or the length of tume 
that tail fins or the boxy look in autos will last. 
Generally speaking, however, though the intrinsic 
characteristics of the product remain the same, rapid 
changes in the extrinsic characteristics will introduce 
nonroutine tasks in the design and planning area, even 
though it hardly alters the routine character of the 
technical control and the supervision of production 
(Perrow, 1961b). 

These are industrial examples, but it also seems 
likely that the tasks of Area One in custodial mental 
hospitals are quite different from those in treatment- 
oriented hospitals. Relations with the regulatory agen- 
cies, supplying agencies, the consumers such as courts 
and families, and the other agencies that compete for 
funds or clients, will be rather routine in the first, while 
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they will be quite nonroutine and sensitive in the 
second. This would not be true, of course, if the latter 
have the means of isolating themselves from their 
environment (Street, 1966). Similarly, the market 
situation of vocational training institutions may change 
rather quickly as industrial technologies change, re- 
quiring changes in the design and planning of the 
institution, while the market of a public school that 
attempts to socialize youths will not change as often. 


GOALS 


Finally, let us turn to the last major variable, goals. 
Three categories of goals can be distinguished for 
present purposes (Perrow, 1968). These are system 
goals, which relate to the characteristics of the system 
as a whole, independent of its products; product 
characteristic goals, which relate to the characteristics 
of the products the organization decides to emphasize; 
and derived goals, which refer to the uses to which 
power generated by organizational activities can be 
put, independent of system or product goals. 

We would expect completely routinized organiza- 
tions to stress those “system” goals of organizational 
stability, low risk, and perhaps high profits or econom- 
ical operations rather than growth. (See Figure 5—6.) 
In terms of “product characteristic” goals, they would 
be more likely to emphasize quantity than quality, 
stable lines over unstable or diversified lines, superficial 
transformations (e.g., instilling discipline in deviant 
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clients) over basic transformation (such as character 
restructuring), and so forth. Their “derived” goals are 
likely to emphasize conservative attitudes towards the 
government, conservative political philosophies, con- 
servative forms of corporate giving. Also, they are 
perhaps more likely to have individuals who exploit, for 
their own benefit, relations with suppliers, and who 
have collusive arrangements with competitors and 
devious and excessive forms of management compen- 
sation. Obviously, these comments upon possible goals 
are open to serious question. For one thing, we lack 
such data on goals for a large number of organizations. 
Furthermore, personalities and the environment may 
shape goals more than the other variables of technology 
and structure. Finally, the link between structure and 
goals is an intuitive one, based upon unproven assump- 
tions regarding attitudes generated by task relations. 
But the comments are meant to suggest how goals may 
be shaped or constrained, though hardly specified, 
through the influence of technology and structure. 


SOME CAUTIONS 


This truncated perspective ignores the role of the 
cultural and social environment in making available 
definitions of raw material, providing technologies, and 
restricting the range of feasible structures and goals 
(Perrow, 1961b). It also ignores, for the most part, the 
role of the product environment—customers, competi- 
tors, suppliers, unions and regulatory agencies—and 
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the material and human resources. These will have 
their independent effect upon the major variables. 

In addition, it is not proposed here that there are four 
types of organizations. The two-dimensional scheme is 
conceived of as consisting of two continua. Nor are the 
dimensions and the specifications of the variables 
necessarily the best. It is argued, however, that the 
main variables—raw materials, technology, task and 
social structure, goals, and some differentiation of task 
areas within organizations, are critical ones. As to the 
assignment of independent and dependent variables, 
occasions can be readily cited where changes in goals, 
for example those brought about by changes in the 
market place or the personalities of top executives, have 
brought about changes in the technology utilized. The 
argument is somewhat more subtle than one of tem- 
poral prioritites. Rather, it says that structure and goals 
must adjust to technology or the organization will be 
subject to strong strains. For a radical change in goals to 
be a successful one, it may require a change in 
technology, and thus in structure, or else there will be a 
large price paid for the lack of fit between these 
variables (Perrow, 1961b). Furthermore, as one pro- 
ceeds, analytically, from technology through the two 
kinds of structure to goals, increasingly the prior 
variable only sets limits upon the range of possible 
variations in the next variable. Thus, technology may 
predict task structure quite well in a large number of 
organizations (Woodward, 1965), but these two pre- 
dict social structure less well, and these three only set 
broad limits on the range of possible goals. 


CONCLUDING STATEMENT 


What can we infer about technology as a constraint on organization design? We have 
already spent a fair amount of time (and space) considering its nature, but how does it affect 
design decisions? The purpose of this concluding statement is to examine this question. We 
begin the examination by focusing on coordination. Coordination, after all, is necessary — 
indeed, critical—to concerted effort and the effective achievement of collective goals. We 
focus on the impact of technology on coordination by means of Thompson’s formulation. 
We then move on to considering how techology affects the major design variables discussed 
in this volume: work design, control, decision making, and structure. 


TECHNOLOGY AND ORGANIZATIONAL DESIGN: COORDINATION 


The types of coordination mechanisms found in organizations appear to be contingent on 
the nature of the interdependence among the organizational units to be coordinated. 
Thompson (1967) discusses three types of interdependence: pooled, sequential, and 
reciprocal. 


Pooled Interdependence 


Pooled interdependence is a situation in which units do not rely on each other to a great 
extent, but the failure of one may endanger the others. When an organization is 
devartmentalized either into a product form or into geographical areas, the units will 
normally have pooled interdependence. Examples are McDonald’s franchises, different 
Enco gasoline stations, branches of the Bank of America, Sears stores, and the automotive, 
jet engine, and appliance divisions of General Motors. Schematically, pooled interdepen- 
’ dence looks like this: 


Headquarters 
Le 


Coordination among units having pooled interdependence is fairly simple: rules, policies, 
procedures, and other types of formalization are used to standardize activities across the 
units. Hierarchy (supervision) and committees are used when exceptional problems occur. 


Sequential Interdependence 


Sequential interdependence is the situation in which unit A must accomplish its task before 
unit B can start its task, and so forth. Sequential interdependence looks like this: 


Wie 
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Assembly lines are obvious examples of sequential interdependence. However, sequential 
courses in a degree program, a university registration procedure, and the preparation of 
gourmet meals are other examples. Plans and schedules are the dominant coordination 
mechanisms among units having sequential interdependence. There is also reliance on 
formalization for the coordination of routine matters and the use of hierarchy (supervision) 
and committees to handle exceptional problems. 


Reciprocal Interdependence 


Reciprocal interdependence is the situation in which no single organizational unit is able to 
accomplish its assigned task until other units have accomplished theirs. Furthermore, the 
other units cannot act until the first unit has done its part of the task. Schematically, 
reciprocal interdependence appears as follows: 


Reciprocal interdependence is a situation in which organizations do not like to find 
themselves and prefer to avoid, because it is not only messy but expensive. Imagine trying to 
build a new bomber that will fly at mach six (six mes the speed of sound). The engineers 
designing the fuselage cannot complete their task unul much is known about the wing and 
tail configurations. But the wing cannot be designed without knowledge of the power plant, 
which depends on the fuselage, wing, and tail configurations and the payload of the plane. 
Many social programs (such as the War on Poverty) have faced similar problems. 
Coordination among organizational units having reciprocal interdependence not only uses 
all of the mechanisms that were mentioned for pooled and sequential interdependence but 
also relies heavily on individuals called liaison, or integrators, to coordinate the interdepen- 
dent departments. 


RELATING TECHNOLOGY AND COORDINATION 


The three typologies of technology that were examined in the introductory remarks have 
several common features. First, there is very little difference among the mass production, 
long-linked, and routine concepts of technology. Perrow’s idea of craft units and 
Woodward’s unit production are similar, even though Perrow’s engineering unit may 
engage in unit production. Further, both have some aspects of Thompson’s mediating and 
intensive technologies. Additionally, even though the basic concepts are somewhat 
dissimilar, it is likely that units falling into Perrow’s engineering or Woodward’s continuous 
production categories will share many similar characteristics. Finally, Perrow’s nonroutine 
and Thompson’s intensive categories share common characteristics. Figure 5—7 is 
admittedly crude and glosses over many of the distinctions among the various typologies. 
However, it does serve to illustrate many of their similarities. 


CONCLUDING STATEMENT 179 


Number of Exceptions 
Few Many 


Craft Nonroutine 
(Perrow) (Perrow) 


Intensive 
(Thompson) 


Unit, \ (Woodward) 


Low 


Small batch 
Analyzability 


of 


Ske 
@ 
$3 
> ® 
oO = 
o— 
= © 


Problems 


Routine (Perrow) Engineering (Perrow) 
High Mass (Woodward) 
Long-linked (Thompson) Continuous (Woodward) 


Figure 5-7. Relationships among technology typologies 


As mentioned earlier, coordination within cells 1 and 4 of Figure 5—7 will rely heavily on 
plans and schedules. The primary difference in coordination within each of these cells is that 
rules, policies, and procedures will be programmed into the sequential production process in 
cell 4 and clearly written down. In cell 1, these procedures will be programmed into the 
person performing the craft, rather than the production process, and probably will not be 
written down. 

Coordination within cell 2, on the other hand, will rely heavily on liaison persons 
providing feedback to the reciprocally interdependent units concerning the effects different 
activities have on the other units. Coordination used in cell 3 will be mixed. Plans, schedules, 
and committees will all be used to some extent. While the units in this cell have sequential 
interdependence, the problems faced by the units will be unique enough to create the need 
for frequent committee meetings. The primary difference in the coordination within cells 2 
and 3 is that in cell 3 there are known and accepted procedures to develop solutions to 
problems, whereas there are no known or accepted procedures for problem solution in cell 2. 
Consequently, solutions to problems occurring in cell 3 can be developed within a schedule, 
whereas problems within cell 2 cannot be confined to a schedule. 


TECHNOLOGY AND DESIGN CONSTRAINTS 


Ideally there should be no relationships among independent variables. They should stand 
independently of one another, with each having a separate, distinguishable influence on the 
set of design variables. But things are not always as we would like them to be in the real 
world, and in this case, the set of design-conditioning variables—technology, goals, 
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environment, and people—are mutually interdependent. This section will sketch some of 
these interdependencies. 

First, however, a caution. One of the problems with discussing organizational properties 
one at a time is that they are so interdependent. How can we talk about the impact of 
technology on structure before we talk about structure? On the other hand, we really 
cannot meaningfully discuss structural design if we haven’t already introduced such design 
constraints as environment and technology. 

So . . . what to do? Our resolution of this dilemma is this. We are assuming that the 
reader has already been at least exposed to such concepts as work design, organizational 
control-and-decision processes, and organization structure. [hat exposure will be adequate 
for this chapter’s discussion of technology as a design constraint. 


Technology and Goals 


The point was made earlier that goals represent constraints on decision makers. In the first 
part of the discussion concerning technology, it became apparent that technology represents 
a similar constraint. And as in the case of the chicken and the egg, it is difficult to tell which 
comes first—technology or goals. 

In any event, it appears that certain kinds of technologies are associated with specific 
goals. The reasons behind this statement can be examined by using Perrow’s technology 
typology. Figure 5—8 illustrates the technologies-goals relationships. 

Craft units customize their output to meet customer needs and specifications. The goal 
emphasis in this type of unit therefore will be quality rather than quantity. Whether the task 
is to build specialized machinery, a customized Rolls Royce, or provide health and welfare 
services, the organization will make major efforts to identify and meet customer (client) 
needs. 
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Figure 5-8. Technology and goals 
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The purpose of a nonroutine unit is to develop new task technologies and products, or at 
least new applications of old technologies. Prototypes will be developed, and quality will be 
the primary emphasis. Once a new product or technology is identified and a prototype 
developed by the nonroutine unit, the new development will be transferred—probably to a 
unit that uses another type of technology. The clearest example of this sequence of events is 
the aerospace industry, in which a company will develop an aircraft prototype until it clearly 
meets the needs and specifications of the Department of Defense. Only after the prototype 
is accepted will the defense contractor begin actual production of the aircraft. 

Organizational units operating in the engineering mode will generally attempt to trade off 
acceptable quality and cost. Whether the organization’s output consists of designs for 
buildings, ships, or bridges, or comes from a hospital surgical ward, a major goal is to provide 
quality that is both professionally acceptable and acceptable to the customer at a reasonable 
cost. 

It is only when there is an adequate demand and well-understood technologies to produce 
a product that an organization is able to mass produce it. Therefore the major goal emphasis 
of any routine unit is to produce a large quantity of output with an acceptable quality. Not 
only will product and output goals vary with the type of technology involved, but other 
goals will also. We saw in Chapters 1| and 3, for example, that to survive, organizations must 
simultaneously maintain adequate levels of productivity, efficiency, job satisfaction, and 
adaptability. We also saw that the more emphasis an organization places on either 
productivity and efficiency, or job satisfaction and adaptability, the less it will be able to place 
on the other two. 

In other words, just as there are trade-offs between quantity and quality and cost, there 
are trade-offs among other goals as well. Organizations employing routine technologies will 
tend to emphasize productivity and efficiency, while organizations using more nonroutine 
- technologies will emphasize adaptability as major goals. 


Technology and Environment 


The relationship between technology and environment can take one of two forms. First, 
they may be independent of each other; that is, there is no relationship between the two. 
This is the case when the environment is conceptualized to consist of culture, values, and the 
political and economic systems. Second, they may be almost the same thing. This is the case 
when the environment is defined as the rate of change in the technologies available to the 
organization. Both Lawrence and Lorsch (1969) and Burns and Stalker (1961) appear to 
define the environment this way. Our discussion follows this latter view, and is summarized 
in Figure 5—9. 

Craft technologies tend to be stable, changing slowly. Similarly, there is a low, stable 
demand for the output of the unit, and the output is labor intensive. Consequently, we 
describe the environment surrounding the unit as stable. 

The nonroutine organizational unit is designed to develop and implement new organiza- 
tional technologies. This is usually in response to a rapidly changing and unstable 
environment. 

The environment of the engineering unit tends to change more rapidly than in the craft 
unit but more slowly than in the nonroutine unit. Consequently the task of the engineering 
unit is to design, apply, and modify known procedures to problems that differ somewhat 
from one another. 
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Figure 5-9. Technology and environment 


Routine technologies are appropriate under very stable environmental conditions. Thus, 
proven search procedures can be applied to familiar and unchanging problems. 


Technology and People 


It is clear that different kinds of technologies use different kinds of personnel skills (Delbecq 
et al., 1969; Grimes and Klein, 1973). These general relationships can be sketched, as in 
Figure 5—10. 

In a craft-technology unit, over a period of time the worker will gradually move from 
unskilled positions to positions requiring greater skills. The traditional apprenticeship model 
is appropriate, although it may not be formalized. While the basic work force may not have 
a high degree of formal education, it will nonetheless be highly skilled, because nonstandard 
outputs are produced. 

Employees in nonroutine-technology units will be highly educated, trained, and 
experienced, since new technologies are being developed. They must be able to work with 
individuals having different backgrounds and also keep up-to-date in their own technical 
area. 

Engineering technologies require a professional education and high expertise. People in 
these units tend to be task-oriented, and interpersonal skills are not as critical as they are in 
the nonroutine unit. 

Technologies used in routine-technology units are capital intensive and call for the use of 
semiskilled labor inputs. Lengthy training, high skills, and education are all irrelevant to 
functioning successfully in such units, because the overall task is divided into minute parts 


that are parceled out to the work force. This machine-paced technology calls for dependent 
people and bureauciatic management techniques. 
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Figure 5-10. Technology and people 


TECHNOLOGY AND DESIGN VARIABLES 


Technology influences the set of organization-design variables according to the basic model: 

‘independent variables influence mediating variables: these in turn influence outcome 
(dependent) variables. Indeed, many of the articles in this book implicitly and explicitly 
examine this particular relationship. 


Technology and Work Design 


Since much of this discussion has stated that technologies have a greater influence on the 
work units employing them than on the organization as a whole, it follows that the 
technology used by a work unit will have a major impact on the work design of that unit. 

The influence of technology on work design can best be seen if we divide “work” into 
two elements: job scope and job depth. Job scope is defined as the number of different tasks or 
activities a worker undertakes. Job depth is defined as the amount of control the worker has 
over the timing, pace, and methods used to accomplish the task. T'echnology-work design 
relationships are summarized in Figure 5-11. 

Craft technologies produce made-to-order outputs. This means that each unit is 
somewhat different from all other units, and that workers in this unit must be capable of 
adapting their skills to meet the demands of different customers (clients). Since production 
to customer specification is a major product goal, the worker in the craft unit tends to control 
the timing, pace, and methods he or she uses to accomplish the task (high depth) as well as 
perform a variety of activities (high scope). 

Organizational units employing nonroutine technology develop and modify methods to 
accomplish tasks. Consequently, work teams (as opposed to individuals) possess both high 
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Figure 5-11. Technology and work design 


scope and high depth. Because the task has never been accomplished or undertaken by the 
organization before, a task group with multidisciplinary skills will be assembled to develop a 
workable prototype. It should be noted that the “prototype” can range from a new program 
to teach mental retardates or a space shuttle for NASA to an interdisciplinary degree at a 
university. The fact that teams, or committees, must be used to accomplish the task of the 
unit, however, places real constraints on any single individual’s freedom of action. 

Engineering units use professionally trained individuals to accomplish highly technical 
tasks. The result is that job scope is traded off for job depth. That is, jobs in an engineering 
unit tend to be low in scope but high in depth. People working in this unit are taught 
through professional education and training programs to apply a general search procedure to 
a set of problems that are generally amenable to solution by that search procedure. 
Consequently, an individual will tend to specialize in some subset of problems in which he or 
she develops a long-term interest. 

Finally, employees in a routine unit perform small pieces of a larger task, with their work 


being controlled and paced by programmed activities. The result is a job that is both low in 
scope and depth. 


Technology and Organization Control 


The technologies an organization chooses to use affect designers’ options in designing 
organizational control strategies. The way such effects occur are shown in Figure 5-12. 

Since craft technology uses highly skilled employees to produce nonstandard outputs, it 
follows that the training program that produces the skilled employees will represent a major 
control measure. Employees in craft units will tend to be relatively long term and will have 
entered the “craft” through either a traditional apprenticeship program or through some 
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Number of Exceptions 


Few 


Training 


Low (Craft) 
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Process 
Schedules 


Many 


Budgets 


(Nonroutine) 


Results 


Professional norms 
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Budgets 


Cost 
High 


(Routine) (Engineering) 


Figure 5-12. Technology and organization control 


other type of formal program. Because most training programs socialize the beginner into 
the “craft,” they will have a strong influence on the work norms and values the individual 
brings to the job. Since the worker has been “programmed” to accomplish the task by the 
training, it follows that the main task of supervision will be to organize and coordinate 
task-related activities, rather than to look over (supervise) the workers. Plans, schedules, and 
budgets will be major aids in the coordination and control process. 

Nonroutine units are used to develop and modify technologies. It is difficult, therefore, to 
use such control mechanisms as supervision, rules, policies, procedures, plans, and schedules 
to control the unit’s activities. Consequently, evaluation in this unit will be based on results. 
This is so for several reasons. First, it is very difficult to control the process of task 
accomplishment, because little is known about how to accomplish the task—and the task 
group must learn as it goes along. (The situation is analogous to NASA trying to put a man 
on the moon in 1960.) Second, schedules are honored more in the breach than the 
observance for the same reason: it is difficult to schedule an ill-understood process. Finally, 
budgets will represent a realistic constraint, if for no other reason than that the project stops 
when the money runs out. 

Professional codes, norms, values, and socialization represent the dominant control 
mechanism in engineering units. Search procedures taught during the socialization process 
and positively sanctioned by the professional group will carry greater weight with the 
employee than will organizational procedures and policy (Scott, 1964). Managers will push 
for time deadlines to be met and act as consultants in the search process, rather than actually 
direct the process. 

Routine units contain a full range of organization controls. Employee behaviors will be 
controlled (standardized) through the use of training programs. Rules, policies, and 
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procedures (formalization) will reinforce the control. Because the nature of the task and 
cause /effect relationships are well understood, management will be able to break the task 
into small, specialized parts and train unskilled workers to do each of the small parts. 
Integration (putting together) all the small parts will be accomplished by a standardized 
process, such as an assembly line or series of standard operating procedures. Indeed, the end 
product is the result of the combination of the specialization of the unskilled workers and the 
standardized operating processes. Consequently, control will be embodied in the training 
program for the specialized workers, where standard operating procedures are taught and 
supervision designed to make sure that the standard operating procedures are followed. 


Technology and Decision Processes 


The previous discussion has strongly implied that organizational units using different 
technologies make decisions in different ways. This section will explicate the relationship 
between technology and decision making. We will use as our model that developed by 
Thompson and Tuden (1959).! A skeleton of the model is sketched in Figure 5—13. 
Briefly, decision makers are not often faced with having to make “inspirational” decisions, 
since organizations cannot be brought into existence and exist over time without decision 
makers having a basic agreement concerning ultimate goals. “Judgment” can be exercised in 
two ways; first, on the basis of the experience of knowledgeable executives, and second, on 
the basis of groups or committees brought together to solve specific problems. Few 
organizations use “negotiated” techniques internally, since its frequent use would threaten 


Do decision makers agree on ends (goals)? 
Yes No 


Yes (Routine) (Negotiate) 


Do decision makers 
agree on the 
means to achieve 
the goals? 


No (Judgment) (Inspiration) 


Decision Techniques to Achieve Goals 
Figure 5-13. Thompson and Tuden (1959) decision model 


1. This model is presented in full in Chapter 9, in the Thompson and Tuden article. 
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Figure 5-14. Technology and decision processes 


the status quo and the position of power groups. Therefore different forms of “routine” and 
“judgment” processes are most germane to the following discussion (summarized in Figure 
5—14). 

Most problems faced by workers in a craft unit will be of a routine nature, with a solution 
having been programmed into the worker by past experience. If a unique problem should 
arise, it would be solved through informal consultation among work unit members (the 
second type of judgment). This process is in marked contrast to the routine units, where 
staff specialists are utilized to resolve unique problems. 

Nonroutine units handle problems for which there are no known solutions. Therefore 
their members exercise judgment in reaching their decisions. Decision making in 
nonroutine departments 1s characterized by the use of teams or committees using some form 
of creative decision process (problem solving, nominal groups, or synetics).? 

Decisions in engineering units fall someplace between routine and nonroutine and have 
elements of each. In general, the search process 1s routine and stable. That is, regardless of 
the nature of the problem, the same general search process is followed. The problems, 
however, are likely to be highly variable. Finally, judgment is likely to be exercised by a 
technical expert (an individual) rather than a committee under these conditions. 

As we might suspect, unique problems seldom occur when routine technologies are used. 
Standard solutions are developed to resolve recurring problems. Thus most problems are 
solved through the use of formalization. When exceptions occur, they are sent up the 
hierarchy to knowledgeable executive personnel for resolution (management by exception). 


2. For a review of each of these types of processes, the reader is referred to the following: problem solving (Maier, 
1963); nominal groups (Van de Ven and Delbecq, 1971); synetics (Gordon, 1961). 
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When the executives have difficulty with the problem, it is likely to be turned over to staff 
specialists. While problems do get resolved, this is a time-consuming process. It is for this 
reason that bureaucracies have the reputation of being filled with red tape. The best way to 
avoid bureaucratic red tape is never to present the bureaucracy with an “exception.” 


Technology and Organization Structure 


Of all the relationships among technology and other variables that have been examined so 
far, the one between technology and structure has been researched and studied the most 
often. The heavy emphasis on this particular relationship has occurred because several 
research studies have indicated that an organization’s effectiveness is strongly influenced by 
its structure (Burns and Stalker, 1961; Woodward, 1965; Lawrence and Lorsch, 1967c). 


Definition of Organization Structure 


There is broad general agreement that the concept organization structure refers to an 
enduring set of formal role relationships among the people associated with an organization. 
Unfortunately, there is not such broad agreement concerning how structure should be 
measured. According to Hall (1977), structure can be represented by the degrees of 
formalization, centralization, and specialization found in the organization. Hage and Aiken 
(1969) define structure in substantially the same way, but the Aston group (Pugh, Hickson, 
et al., 1969) includes other variables, such as standardization and organizational configura- 
tion (shape). It should be noted that Hage and Aiken use the term complexity to indicate 
both the degree of specialization and that of professionalization of the work force. Thus a 
work force that exhibits low complexity will have low specialization, be unskilled, and be 
unprofessional. A work force exhibiting high complexity will have high specialization and 
high professionalization. Finally, as was indicated in Table 5—1 (p. 158), Woodward 
defined structure in terms of spans of control at different levels of the organization (job 
counts) and configurations. 


Technology and Structure 


Several of the studies that have examined the relationship between technology and structure 
have concluded that organizations utilizing stable, routine technologies are most effective 
when they organize in what is termed a “mechanistic” manner. Conversely, organizations 
that utilize changing, dynamic technologies are most effective when they organize in an 
“organic” manner (cf. Burns and Stalker, 1961; Hage and Aiken, 1969). As has been noted, 
a mechanistic structure is highly centralized, highly formalized, has a low degree of 
complexity, and a high degree of division of labor. An organic structure is just the opposite, 
having a low degree of centralization and formalization and a high degree of complexity, 
with a lower degree of division of labor. These two structures are thought to exist on a 
continuum, running from mechanistic to organic and upon which all organizations can be 
placed. These ideas can be modeled as follows: 


Routine technologies —-> Mechanistic structures —> Effectiveness 
Dynamic technologies —> Organic structures —~> Effectiveness 


The major problem with this rather simplistic approach to the design of organizations has 
already been pointed out: most organizations operate several different kinds of technologies. 
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TABLE 5-2 TECHNOLOGY AND ORGANIZATION STRUCTURE 


Structure Craft Nonroutine Engineer Routine 
Complexity 

Expertise Mod. High Mod. Low 
Professionalization Low High High Low 
Formalization Mod. Low Mod. High 
Org. centralization High Mod. High High 
Job centralization Low Low Low High 


This means that organizational units operating different technologies should be designed 
according to the specific technology being used. However, there is a more subtle problem 
concerning the simple models presented above—a problem that revolves around the issue of 
centralization. ” 

There are two kinds of decisions that can be centralized or decentralized: those that affect 
the organization as a whole, and those that are specific to a particular job. These decisions 
may both be centralized, one or the other may be centralized, or both may be decentralized. 
The degree of centralization found in any organization depends on the degree to which 
these two types of decisions are centralized. 

Table 5—2 summarizes this discussion and identifies the combination of structural 
variables that should be utilized with the different kinds of technology. 


TECHNOLOGY AND DESIGN OUTCOMES 


A point made earlier, in the discussion of goals, needs to be reemphasized at this point. 
Organizations do not pursue and attempt to maximize single goals. Rather they pursue 
multiple goals, which may conflict with one another and for which decision makers attempt 
to develop optimal trade-offs. The same statement should be made concerning the intended 
and unintended outcomes that result from the organization’s design. This section will 
examine the effects of technology on two types of organizational outcomes: climate and 
effectiveness. 


Technology and Organization Climate 


Several points must be made before discussing the relationship between technology and 
organization climate. First, the term organization climate refers to “a set of attributes specific 
to a particular organization that may be induced from the way that organization deals with 
its members and its environment” (Campbell et al., 1970: 389).3 While this definition is 
much broader than the one given earlier for organization structure, it is similar. Both 
definitions refer to lasting patterns of relationships among the members of the organization. 

Campbell et al. (1970) suggest that climate consists of four factors: individual autonomy, 
the degree of structure imposed upon the position, reward orientation, and the degree of 
consideration, warmth, and support. Notice the similarity of these factors and several that 
have been introduced in other contexts. Individual autonomy and degree of structure are 
very similar to decentralization and formalization, respectively. Reward orientation includes 
the general idea of job satisfaction, whereas the consideration-warmth-support factor is very 


3. The article by Campbell et al. can be found in Chapter 11 of this book. 
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reminiscent of the Ohio State leadership dimension of consideration (Stogdill and Coons, 
1957). So keeping in mind that “climate” may well be another way of viewing several other 
constructs, let us look at the relationship among the four types of technology and the four 
climate factors. 

It has been mentioned previously that tasks in a craft unit are moderately high in both 
scope and depth. Consequently jobs in this unit should have moderate individual autonomy 
and a moderately low degree of structure. Workers in this unit are likely to be paid by the 
hour and experience relatively equal pressure from management for both quantity and 
quality. The job itself is rewarding, as indicated by the relatively high job depth, so job 
satisfaction should be high. Friendly relationships can be expected to develop both among 
workers and between workers and supervision, so consideration, warmth, and support 
should be high (Fullan, 1970). 

The nonroutine unit is unusual in terms of individual autonomy, because teams—not 
individuals—accomplish the task. The result is that although work teams have high 
autonomy, individuals are highly constrained by the team. Rewards accrue to successful 
teams more than to individuals. That is, success and failure are shared. Thus successful teams 
will have high job satisfaction, whereas unsuccessful ones will experience frustration. The 
team will experience low structure, but the individual will experience more, because the 
team will impose its own constraints. Successful teams should experience considerably larger 
_ amounts of consideration, warmth, and support internally than unsuccessful teams (Blake 
and Mouton, 1964). 

Individuals working in engineering units should experience considerable autonomy in 
carrying out their tasks because of the pooled interdependence between them. Constraints 
(structure) will be imposed through general agreement about how to carry out the search 
process and through organizational control over what problems are accepted to go through 
the search process. Job satisfaction is high since job depth is high. And friendly relationships 
can be expected to develop as in the craft unit, although the psychological aspects of the 
relationships may differ considerably. Therefore consideration, warmth, and support should 
be high. 

The routine unit is very different from those just described. Individuals have little 
autonomy, because their jobs are controlled by mechanization. This, of course, will be 
associated with boredom and low job satisfaction for some people and be satisfactory for 
others.* Jobs will be highly structured in order to make them as predictable as possible. 
Finally, consideration, warmth, and support will be low, because the layout of the assembly 
line and/or the press for production will allow little opportunity for comradeship on the job. 


Technology and Effectiveness 


Organizational effectiveness means different things to different people. Price, quality, 
delivery, and service are important to the customer. The manager emphasizes many of these 
same items, but is also interested in the internal operation of the organization—job 
satisfaction, productivity, and so forth. And the IRS is interested in the prompt payment of 
taxes. T'o complicate the measurement of effectiveness further, no single set of effectiveness 
criteria is relevant to all organizations. 


4. See Chapter 6 for further discussion of this issue. 
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As pointed out in Chapter 12, any effort to measure organizational effectiveness must 
include those outcomes relevant to the organization being studied. These difficulties 
notwithstanding, organizations must maintain minimum levels of productivity, efficiency, 
job satisfaction, and adaptability in order to survive over time (Hage, 1965). Thus, effective 
organizations are those that develop workable trade-offs among productivity, efficiency, job 
satisfaction, and adaptability. The specific trade-offs developed by organizations using 
different technologies are as follows. 

Unit and small batch production is relatively expensive, demanding both lead time for 
planning, scheduling, and machine set-up time and a highly skilled labor force. This means 
that a craft unit will exhibit characteristics of relatively low productivity and high costs 
(compared with mass-production units) and will be much more adaptable than a 
mass-production unit. Job satisfaction will be relatively high because of the high job scope 
and depth. ; 

The nonroutine-technology unit is designed to be adaptable. Its drawbacks are that it is 
very expensive to have to undertake any task with the use of teams, particularly when each 
task is unique. Job satisfaction will again be high because of the high scope and depth of the 
task. 

The engineering organization is a design unit, and the professionals working in it 
generally have pooled interdependence between them. Design work is relatively expensive, 
because it is labor intensive and because of the search process that must be carried out for 
each new problem. The work itself is satisfying because of its depth, and the engineering 
unit is as productive and adaptable as the craft unit. 

The major use of mass-production techniques is to produce as many product-units as 
possible with low unit costs. But the routine-technology organization does this by trading off 
job satisfaction and adaptability. Job satisfaction is low, relative to the other units, due to the 
- low scope and depth of the individual tasks. Adaptability is low because of the capital 
intensity of the production process. 


SUMMARY AND CONCLUSION 


What do we think we know about technology? We began this chapter by discussing several 
definitions of technology. From there, we summarized typologies of technology that were 
developed by Perrow (1971), Thompson (1967), and Woodward (1965). It was pointed 
out that none of the typologies works too well when applied to entire organizations. They 
are all much more effective, however, when used to analyze organization subunits such as 
departments or divisions. But when the organization is analyzed using the technology of 
subunits as the primary tool of analysis, a problem concerning the coordination (integration) 
of the various subunits occurs. Appropriate coordination mechanisms for subunits having 
pooled, sequential, and reciprocal interdependence were then explored. The remainder of this 
chapter examined the relationships among technology, as developed by Perrow, and the 
several constraint, design, and outcome variables that are presented in the book. The 
conclusions reached in these discussions are summarized in Table 5—3 

As with any summary effort, Table 5-3 is misleading, because it makes the issues 
surrounding organization design look fairly simple and straightforward. In reality, of course, 
they are not. No two organizations or organizational units are alike. Organizations do not 
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TABLE 5-3 SUMMARY OF THE RELATIONSHIPS AMONG TECHNOLOGY 
AND OTHER DESIGN VARIABLES 


Craft Nonroutine Engineering Routine 
Other Variables 
Goals Quality Quality Quality Quantity 
Environment Stable Unstable Mod. stable Very stable 
People Skilled Professional Professional Unskilled 
Task scope Mod. High (team) Mod. Low 
Design depth Mod. High (team) High Low 
Control Training, schedules Budgets, results Professional norms Process 
Decision strategy Tradition, judgment Creative group Individ. judgment Routine 

judgment 

Structure 
Complexity Mod. High High Low 
Formalization Mod. Low Mod. High 
Org. central. High Mod, Mod. High 
Job central. Low Low Low High 
Outcomes 
Productivity Low Low Mod. High 
Efficiency Low Low Mod. High 
Job satisf. High High High Lower 
Adaptability Mod. High Mod. Low 
Climate 
Autonomy Mod. Team high High Low 
Structure Mod. Team low Mod. High 
Reward Mod. Team high Mod. Low 
Consideration Mod. High Mod. Low 


use technologies that fit neatly into Perrow’s, or any other, typology. The answer to the 
question of how much centralization, formalization, and complexity are needed to 
accomplish the organizational task is a continuous tightrope walk of this much formalization, 
that much complexity, and so forth. Organization design is an art as much as a science. 

One of the factors that increases the artlike character of design is the people that make up 
the organization’s membership. Their needs, attitudes, motivation, structures, commitment, 
personalities, values—their differences and similarities on a wide variety of such characteris- 
tics—constrain designers’ options. It is to this constraint that we now turn. 


Questions for Review 


1. Most definitions of technology have several elements in common. What are they? 

2. What are the main differences among Thompson’s three divisions of technology? Give 

an illustration of each. 

Thompson makes five propositions in his article. What are they? 

. What are some examples of rationing? 

5. Perrow distinguishes certain types of search processes. Describe these briefly and give 
examples of each. 

6. In his analysis, Perrow specifies functional or task areas within management in 
organizations. What are they, and what types of areas do they involve? 


7. What are the bases of non-task-related interaction for each of the four cells in 
Perrow’s analysis? 


ow 


10. 


10. 
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. Thompson discusses different types of interdependence. What are they, and what 


distinguishes each from the other? What are some examples of each? 


. Certain kinds of technologies are associated with specific goals. Describe two of these 


technologies and their associated goals. 
How does organizational control vary among the four technologies: craft, nonroutine, 
engineering, and routine? 


Questions for Discussion 


. Of the several noted in the chapter, which definition of technology do you find most 


appropriate and most illuminating to your own understanding? Why? If you were to 
define technology yourself, what would you include in your definition? 


. How would you present Perrow’s typology of technology to the following audiences: 


a. a group of farm laborers 

b. a conference on business communication 

c. a class of upper-level undergraduate students 

d. a gathering of politicians of varying persuasions? 


. Do you find Thompson’s and Perrow’s typologies and perspectives to be complemen- 


tary or in opposition? Are they both complementary and oppositional in different areas? 
Identify the areas of compatibility and incompatibility. 


. Perrow implicitly assumes that organizations designed congruently with their tech- 


nologies will be more successful than those not so designed. Do you find validation for 
this assumption in his article or elsewhere in the text? Why might he suggest such a 
causal relationship? 


. Has your understanding of and attitude toward technology changed since reading this 


chapter? How? 


. Perrow contends that technology is a better basis for comparing organizations than 


other schemes. Do you agree with this contention? Explain your position, specifying 
why you agree or disagree. 


. Compare and contrast the teaching technology of a small, private vocational school with 


that of a state university offering professional programs. Using Table 5-3, draw a profile 
of the relationship between each type of school and its particular design variables. 
Perrow says that his perspective ignores the role of the cultural and social environment 
in providing technologies. If these were to be taken into account, what, if anything, do 
you think would change in Perrow’s typology? 

Organizations are perceived by Perrow as “systems for getting work done, for applying 
techniques to the problem of altering raw materials.” Do you need to accept this 
premise in order to find Perrow’s theory valid? Is is possible to disagree with this 
premise and still find validity in his theory? Why is this premise needed for Perrow’s 
technology typology? 

Do you agree with the view that organization design is an art as much as it is a science? 
Do the articles by Thompson and Perrow influence your viewpoint? If it is an art, 
where does technology fit in? If it 1s a science, where does technology fit in with the 
cultural variable? 


Or, 
Deople 


INTRODUCTORY REMARKS 


We have seen that the design of organizations is constrained by environmental and 
technological circumstances. The intent of this chapter is to point out that organization 
design must also account for an important internal factor: the membership. People—their 
values, attitudes, beliefs, commitment, behaviors—form an important component of 
organizational life. Similarly, people’s characteristics affect organization designers’ options. 

In some respects, all people are alike. They are motivated. Their behavior is directed 
toward satisfaction of personal needs and goals. And yet, people also come to organizations 
with almost infinite differences. They come with widely varying family, educational, and 
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experience backgrounds, exposure to differing previous and current environments, different 
psychological and biochemical make-ups, different behavioral repertoires, and different 
perceptual styles (Hamner and Organ, 1978). Organizations often try to limit these natural 
variations somewhat so that they do not reflect widely differing individual behaviors. Stull, 
individual differences do remain. 

The problem of designing organizations, given the widely varying nature of the people in 
them, becomes a problem of integration—that is, integrating a group of different people so 
that they can collectively contribute to the accomplishment of organizational objectives. In 
this chapter we will examine the “people” aspect of design in five stages. First we focus our 
attention on some particular individual differences. (This focus is the theme of these 
somewhat lengthy introductory remarks.) Next we elaborate on such differences by 
presenting three articles, each of which focuses on a different facet of the “people” factor. 
Third, in the concluding statement we discuss the organizational design implications of 
people’s characteristics. Fourth, this chapter looks at the relationship of these implications to 
the design outcomes of organizational climate and effectiveness. And lastly, we will try to 
summarize what we know about the influence of the human factor on the design of 
organizations. 


INDIVIDUAL DIFFERENCES 


Much has been written about the relationships among different characteristics of people and 
work organizations. Here are a few of the most important ones: 


Biographical variables 

Work-related values, including sources of satisfaction, dissatisfaction, motivation 
Life and career stages 

Organizational commitment 

Psychological and personality variables 


mp Ww Ne 


These particular dimensions have been chosen for several reasons. First, they account for 
a considerable amount of variation in people’s behavior. Second, they have immediate 
relevance to how people behave in organizations. And third, they are currently attracting 
attention from researchers and teachers in the fields of organization theory and manage- 
ment. 

As this discussion develops, keep in mind two factors related to these variables: their 
average level and their dispersion (Porter, Lawler, and Hackman, 1975). If an organization 
has employees with a high average level of one of these variables, e.g., strong organizational 
commitment, then its structural responses should be very different from those that are 
appropriate when employees have a low level of the variable. Also important is a variable’s 
dispersion: 

Two different organizations may have work forces that average the same degree of experience, 

abilities, skills, etc., but one of them may have individuals high in these qualities widely scattered 

throughout the organization while the other may have them concentrated in one unit or 
section. . . . For both organizations to adopt the same kind of structurally operational features of 

design would appear to be inappropriate. [Porter, Lawler, Hackman, 1975: 243] 
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Biographical Variables 


Over the last 50 years, attention has focused on numerous demographic characteristics of 
individuals in organizations. Some of these—age, sex, and race, for example—have been 
found to be less related to individual behaviors in organizations than the many stereotypes 
have led us to believe. This is not to say these characteristics have no importance. Because of 
varying cultural backgrounds and values, age, sex, and race are often related to varying work 
attitudes and behaviors. But as a basis for most organizational decisions, they are illegal and, 
objectively, unwise.! 

The level of skill, abilities, and education of employees is also important. The abilities and 
educations of an organization’s work force need to be adequate for the tasks and technology 
of that organization. But problems may be created if the employees’ abilities and educations 
are not being fully utilized. 


Work Values and Motivation 


It is probably trite, yet nonetheless important, to state that employee motivation is a complex 
subject. As Nadler and Lawler suggest in this chapter’s second article: 


1. Different environments tend to produce different behavior in similar people, just as 
dissimilar people tend to behave differently in similar environments. 


2. People make conscious decisions about both their willingness to belong to and stay with 
an organization and their level of effort to direct toward the performance of their jobs. 


3. People differ both on the kinds of outcomes they desire from the organizations to which 
they belong, as well as in terms of the strengths of their needs for different kinds of 
outcomes. 


4. People base their decisions in organizations on their expectations, or their perceptions, of 
the degree to which given behaviors on their parts will lead to desired outcomes. 


This is to say that employees’ levels of motivation are largely dependent on the situation 
they are in and how well that situation fits and satisfies their needs. 

Despite various situational differences, however, we can still talk about sources of 
motivation. In general, we may regard the following as major outcomes—and therefore 
reasons for behaving—that people seek from their work organizations (Katz, 1964): 


1. Rule compliance or conformity to system norms. Much behavior in organizations is for the 
purpose of complying with the rules and norms of those organizations. 


2. Instrumental system rewards. This refers to rewards such as pension plans or insurance 
benefits that accrue to everyone for membership in the system. 


3. Instrumental rewards geared to individual effort or performance. This refers to incentive 
pay plans, bonus systems, and commission compensation procedures that are tied directly to 
individual employees’ levels of work performance. 


4. Intrinsic satisfaction accruing from specific role performance. Many employees derive 


1. This will be discussed more fully in the concluding statement, when we look at selection of personnel as a 
design alternative. 
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feelings of satisfaction, self-esteem, and psychological growth and development from the 
performance of their jobs. 


5. Internalized values of the individual. Many individuals—priests and policemen, for 
example—work for particular organizations because their personal values are consonant 
with those of their employers. Even when this is not the case, organizations will typically try 
to “socialize” their employees into internalizing the organizations’ values and purposes. 


6. Primary group-based social satisfactions. The human relations period of management 
training and organizational focus occurred because of the efficacy of this source of 
motivation for organizational members. And some of what is now labeled organizational 
development derives from an appreciation of employees’ needs for such social satisfactions. 


Sources of Motivation: What Is Important? 


When we consider this vast array of motivation sources, we must ask the following question: 
Are certain sources more relevant for today’s employees than others? Several years ago 
Argyris (1964) cited a number of studies to show that workers at the lower end of the 
organizational ladder suffer from poorer mental health, lower job satisfaction, lower levels of 
self-esteem, feelings of insecurity, and so forth. Writers about today’s college-graduate 
employees indicate a view that graduates want and expect jobs high in challenge, growth 
opportunities, and so forth (see Hall, 1971; Ondrack, 1973; Schein, 1964). These kinds of 
values also seer to be spreading to noncollege youth and women and, slowly, to other 
sectors of the population (Yankelovich, 1974b). 

As Leavitt, Dill, and Eyring (1973) put it, all persons are motivated, even if they are often 
more motivated to escape work than to do it. Their question 1s: “How can we motivate 
people to work harder at jobs that are essentially demotivating?” The job-enrichment 

literature and efforts are based on just such a question.” 


Differences in Need Strengths 


Large differences in strengths of needs and thus in outcomes desired from work and from 
one person to another are clearly evident in organizations (Porter, Lawler, and Hackman, 
1975). These differences at least partially explain why individuals see different things when 
they perceive the same jobs and why they perform their jobs differently. A small set of needs 
have been found to be especially relevant to behavior and motivation in work settings. Need 
for achievement, need for affiliation, and need for power appear to be particularly important. 

Need for Achievement. A strong achievement need (nAch) reflects a strong goal 
orientation—a desire for. challenge and personal accomplishment (McClelland, 1961; 
Atkinson, 1964). Persons with high nAch are attracted to tasks that challenge their skills 
and abilities. They will avoid both certain successes and high-risk, potential failures. They 
prefer to perform tasks whose outcomes depend on their own efforts. And they need quick 
accurate feedback about how they are doing. Persons with high nAch obviously respond 
with high motivation in situations of challenge, difficult goals, quick feedback, and 
contingent rewards. 


2. See Chapter 7 for an elaboration of such efforts. 
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Need for Affiliation. People with a strong need for affiliation (nAff) need to establish and 
maintain pleasant relationships with others. They need to be liked, to “get along.” 
Obviously group activities are of paramount importance to the employee with high nAff. 
Even managers need some of it if they are to place importance on supportive organizational 
climate and facilitative group structures. 

Need for Power. This need has to do with the desire to exert control over others. 
McClelland (1961) has demonstrated the importance of this particular need for managers. 
Goal setting, decision making, and influencing subordinates are managerial behaviors that 
require a need for power. 


Values Enter the Picture 


As is suggested in this chapter’s first article, employees also bring values into the 
organizational situation. These values necessarily affect virtually every aspect of the 
organization. So it becomes important to look critically at assumptions about the nature of 
today’s employees. 

A number of people have questioned whether or not a// employees are really motivated 
by enriched, growth-oriented jobs, and by participative, autonomous work environments. 
Some people may be turned on by job autonomy and challenge and some may not be. For 
instance, some workers may have been nurtured in urban subcultures that have deeply 
conditioned them to see work as a simple exchange of time and minimal energy for fair pay 
and decent conditions. They do not expect to live at work, but rather to get their life’s 
satisfaction away from the job (Lawrence, 1975). Some employees may have strong needs 
for achievement; others may have strong security needs; still others may have strong 
affiliation needs. 

With regard to the organization, it is apparent that many organization-related values are 
changing (Yankelovich, 1974a; Viola, 1977). Although the precise details may vary from 
situation to situation, we can make a general statement: employees are becoming more 
self-oriented, more concerned with their own relevance and growth. Further, they are more 
willing to take steps to ensure opportunities for their own psychological successes. 

So what should organization designers do? Should they simply throw up their hands and 
say that since some people want to be taken into account in personally satisfying ways and 
some do not, other criteria should be used? The answer is “‘no.”” The best evidence we have 
indicates that although some people may be shedding the work ethic, a major problem 
remains: there are still far too many demotivating jobs for those who need, want, and can 
handle more challenge and responsibility.’ 


Life and Career Stages 


A concept that psychologists have found helpful for understanding changes in people’s lives 
and values over time is the idea of life and career stages. These periods in people’s lives occur 
fairly predictably and are often stressful and trying periods (Hall and Morgan, 1977; Van 
Maanen and Schein, 1977). Each stage is generally characterized by distinctive develop- 
mental needs, concerns, values, and activities, with some form of role transition between 
stages. That is, one must “master” the developmental tasks of one stage to be able to move 
on to the next. And as those stages of career change, so also do employees’ needs and values. 


3. See the review of these and related matters by Pierce and Dunham in Chapter 7. 
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All the life-stage models start with a similar stage of Exploration, Identity, Getting into 
Adult World, or Preadulthood and move through a number of difficult, maturing, often 
reidentifying, stages to a stage of Decline, Integrity, or Late Adulthood (Erikson, 1963, 
Levinson, 1978; Levinson et al., 1974; Super, 1957; Super and Bohn, 1970). Figure 6-1 
summarizes and integrates a number of these models. 

Other models have been developed and used in recent years either to explain career stages 
or to show stages of psychological development as they relate to employees’ work lives. 
Again, the models move from levels of low self-reliance, low tolerance for ambiguity, low 
desire for autonomy, low acceptance of responsibility or goal-oriented behavior, to higher 
levels of maturity based on these variables. Individual employees differ in terms of the stage 
of life or career through which they are passing. And they are also likely to be experiencing 
and trying to cope with problems that vary with the nature of the particular stage through 
which they are passing. 

“Career anchors” have also been used to explain the self-perceived talents, values, and 
motives that seem to organize and give stability to employees’ career-oriented decisions 
(Schein, 1975; Van Maanen and Schein, 1977). These career anchors provide a key 
element in an individual’s sense of identity. Anchors emerge gradually, as individuals 
discover what they are good at, what they value, and like to do. In other words, anchors 
emerge as persons build their career values upon their success experiences. 

Following is a short summary of the more common career anchors: 


1. Managerial Competence. This anchor is held by persons who value opportunities to 
manage. It includes interpersonal and analytical competencies and emotional stability. 


2. Technical/Functional Competence. Individuals who hold this set of values prefer to 
exercise various technical competencies. 


3. Security. This anchor includes the overriding desire to stabilize one’s career situation, 
either in terms of staying with a particular organization or a particular profession. 
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Figure 6-1. Anintegrative model of life and career stages 


Source: Adapted from Careers in Organizations, by Douglas T. Hall, (p.57). Copyright © 1976 by Goodyear Publishing Co. Reprinted by 
permission. 
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4. Creativity. This anchor appears to overlap with a number of the others, including a need 
for autonomy, managerial competence, and a desire to exercise one’s own talents. The 
overriding value here, though, is the desire to build or create something that the individual 
can call his or her own, an extension of him- or herself. 


5. Autonomy and Independence. Persons who hold this career anchor appear to prefer most 
to be free of organizational constraints (autonomy is more important than the exercising of 
any type of competence). 


The point of all this—the presence of these anchors, as well as the other life and career 
stages—is that organizations must concern themselves with differing employee career 
interests and values. In turn this implies the need for varying and flexible types of 
organizational responses. Thus employees at lower career stages need to be “treated” with 
more standardized, imposed procedures, while those at higher, more mature levels of 
psychological existence will perform more effectively with participative, delegative, 
individualized procedures (Myers and Myers, 1974). Put another way, managers need to 
alter their supervisory styles between autocratic and delegative, depending on the general 
maturity level of the subordinates (Hersey and Blanchard, 1977). 


Organizational Commitment 


The article by Steers in this chapter demonstrates the importance of commitment as a 
work-oriented value. Commitment involves the following components (Buchanan, 1975): 


1. Involvement with one’s tasks 

2. Identification with the organization’s mission (which implies the integration of individual 
and organizational goals) 

3. Loyalty and affection for one’s organization (which appears to be a consequence of the 
other two) 


Organization commitment is related to personal and organizational characteristics and 
experiences (D. Hall, 1976a). This is illustrated in Figure 6—2. As the figure indicates, 
commitment is a direct result of planning and using one’s job as the source of psychological 
success. Goal setting, frequent performance reviews and feedback, and counseling and 
support from one’s boss are all important to the cycle of events that build commitment. 
Buchanan (1975) further shows that the following situations have a significant impact on the 
development of organizational commitment: 


Feelings of personal importance or indispensability 

Cohesive and friendly work-group experiences 

Realization of one’s experiences 

The presence of an organizational norm that values commitment 
The presence of job challenge in one’s first year on the job 


wm pwn — 


In his article, Steers demonstrates the special importance of identification with the task, 
feedback, interaction, and the level of work to the level of commitment. He suggests that 
there may be a component to commitment that is more “active” and thus has a stronger 
influence on individual performance levels than he found. Of course, it may be the 
achievement of one’s job goals that leads to feeling of psychological success and therefore 
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Figure 6-2. Commitment in the career-growth cycle 


Source: Adapted from ‘‘A Theoretical Model of Career Sub-identity,’’ by Douglas T. Hall, in Organizational Behavior and Human 
Performance, Vol. 6, 1971. 


involvement—not the other way around. Nevertheless, there are a number of actions that 
organizations can take that encourage the development of organizational commitment. 

There are many alternative organization designs that deal in small and large ways with 
the nature of the values and motivation of today’s employee. These are detailed in the 
concluding statement. 


Psychological and Personality Variables 


- As we know, and as the discussion of the nature of the “worker” presented earlier (Chapter 
1) demonstrated, behavior in organizations is simply too complex and diverse to assume that 
all people are motivated solely by economic, social, or self-actualization needs. And yet there 
is a managerial need to be able to analyze, understand, and predict employee behavior in 
some realistic way—and still allow for important individual and situational differences. 

We have already discussed a number of individual-difference characteristics (biographi- 
cal variables, different work values, motivation, life and career stages, and commitment). 
However, the latitude of decision making, flexibility of procedures, or directness of 
supervision that employees need or want is not based solely on their work values or career 
stages. Such needs or wants also depend on how people differ in various personality 
characteristics. 

Specifically, personality traits influence the degree to which different types of organiza- 
tion will affect the employee. Let us briefly consider five such characteristics: emotionality, 
extroversion-introversion, locus of control, authoritarianism, and activation. 


Emotionality 


A number of researchers have focused on the personality dimension of emotionality (for a 
review of the literature, see Hamner and Organ, 1978). Emotionality appears to underlie 
such factors as emotional instability; changeability in mood; sensitivity to stress; tendencies 
toward guilt, worry, anxiety, and lower self-esteem; feelings of fatigue and concern about 
physical health, and experience of tension. 


202 Chapter 6 PEOPLE 


Generally, a moderate—but not excessive—amount of emotional arousal has been found 
to relate to optimal performance (see Figure 6-3). As Hamner and Organ (1978: 169) 
describe it: 


Persons who score higher on neuroticism will require less externally induced motivation to reach 
the level of emotional arousal optimal for performance. Along the same line of reasoning, they can 
withstand less intense external motivational pressure before their performance deteriorates. 
Persons low in neuroticism may require considerable amounts of external pressure before they 
“get going” and may not reach their best performance until they are really “under the gun.” The 
difference between the two types is usually most evident when the motivational pressures are of the 
aversive kind—such as threat or punishment. 


Activation 


Related to emotionalism is the concept of activation. Activation refers to the general degree 
of excitation of the brain from external stimulation (Hamner and Organ, 1978; Scott, 
1966). Too much or too little activation has dysfunctional relationships to employees’ levels 
of performance (again, refer to Figure 6—3). Maximum performance appears to occur at 
moderate levels of external arousal. As discussed earlier, employees’ internal needs, 
motivations, and values are important to their levels of performance and other organiza- 
tionally relevant behaviors. Important also is the degree of external stimulation. 


Extroversion-Introversion 


Extroversion relates to individual differences in terms of the need for external sensory 
stimulation (Eysenck, 1967, 1973). Generally, introverts need less stimulation. Extroverts 
have a greater need for such stimulation. 

Extroversion-introversion also relates to behavior at work. On repetitive tasks or in an 
environment with low levels of stimulation, an introvert will perform better and be more 
satisfied with the situation. The extrovert gets along better when there is greater variety, 
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Figure 6-3. Relationship between activation, neuroticism, and employee performance 


Source: Adapted from W. Clay Hamner and Dennis W. Organ, Organizational Behavior: An Applied Psychological Approach (Dalla 
Texas: Business Publications, Inc. © 1978), pp. 170, 323. . . " - . 
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distraction, shifts in forces, and generally heavier amounts of environmental sensation 
(Hamner and Organ, 1978). Research findings have also shown that introverts may be 
more conditionable than extroverts—a critical issue for organizations as they try to shape 
employee behavior (Cooper and Payne, 1967; Organ, 1975). 


Locus of Control 


Rotter (1966, 1971a, 197 1b) has isolated a belief system —locus of control—which seems to 
resist change in the short run and also to help predict differences in employee behavior. 
Locus of control refers to the degree to which a person believes that personal actions can 
influence outcomes in life. Internals believe that most of what happens to them is under their 
own control. Externals believe more in the role of luck, chance, or other influences outside 
themselves to explain what happens to them. This set of individual differences refers to 
people’s beliefs about whether the outcomes they receive or experience are contingent on 
their own behavior. That is, these beliefs influence to whom the individual attributes his or 
her own and others’ successes and failures (Bem, 1972). 

Internals seem to have better control over their own behavior (probably because they 
think it is instrumental in determining what happens to them). They are more likely to be 
political and social activists, successful persuaders but relatively unpersuadable, active 
searchers for information that will help them achieve their objectives, and likely to be 
attracted to situations that offer chances for achievement. Externals tend to be on the other 
end of continuums stretching from these characteristics. Externals also tend to be more 
easily aroused and more anxious. Obviously, the presence of this personality variable relates 
to how employees respond to their organizational and task experiences, passively accepting 
their circumstances or activitely taking personal responsibility for them. 

Young people, in particular, appear to be increasing their perceptions of external control 
- and decreasing the degree to which they trust other people (Rotter, 1971a and 1971b; 
Wrightsman and Baker, 1969). And yet they seem also to be focusing in on their own 
growth and development in very pragmatic ways—concerned with achievement opportu- 
nities, prestige, power, and authority based on expertise, personal style, and participation 
(Slater, 1970; De Salvia and Gemmill, 1971; Ondrack, 1973). 


Authoritarianism 


Adorno et al. (1950), Eysenck (1954), and Rokeach (1960) have described the 
authoritarian person as one who dislikes and fears other people—who feels the world is a 
dangerous place. The only way to survive in the cruel world is to follow the generally 
accepted moral values and to unquestioningly obey all persons in positions of power and 
authority. This person feels that leaders are to be obeyed because they are meant to be in 
their positions and because of their superior characteristics, such as rationality, practicality, 
and toughness. 

The authoritarian person is the ideal subordinate for the leader who believes that leaders 
should lead and followers should follow (Rogers, 1975). Authoritarians do not rebel, 
question the validity of orders, or think for themselves. But Ondrack (1971) and 
Yankelovich (1974a) have demonstrated that today’s young person is less authoritarian than 
his or her parents or even older brothers and sisters. This is having a strong impact on their 
work behavior. Because they are less likely to blindly accept orders and rules, new 
managerial and organizational processes are called for. 
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Summary of Individual Differences 


Employees vary considerably in terms of the many characteristics discussed here. 
Biographical characteristics, values, motivation needs and drives, career stages, organiza- 
tional commitment, and psychological and personality variables —all of these make the job of 
the manager or organizational designer difficult, but not impossible. If a manager knows 
what his or her employees expect or value, what goals they have, and what rewards they find 
reinforcing, then that manager has the information necessary to channel the energies of 
employees in organizationally effective directions. 


The Readings 


We present, as the first article in this chapter, a discussion by the author and Boris W. 
Becker on values (‘‘Values and the Organization: Suggestions for Research’’). The focus is 
on ways in which people’s values affect—and are affected by—various organizational 
properties and processes. 

In the next article, “Motivation: A Diagnostic Approach,” David A. Nadler and Edward 
E. Lawler III describe a modern approach to examining people and their behavior in 
organizations. The approach is based on the following assumptions: 


1. Behavior is determined by a combination of forces in the individual and forces in the 
environment. 
2. People make decisions about their own behavior in organizations. 
. Different people have different types of needs, desires, and goals. 
. People make decisions among alternative plans of behavior based on their perceptions of 
the degree to which a given behavior will lead to desired outcomes. 


Pw 


The authors take these assumptions and describe human motivation as being a function of 
expectations; specifically, expectations about effort required, performance required, and 
outcomes received. They conclude the discussion by pointing out various actions that 
managers can take to design organizations that enhance motivation. In short, Nadler and 
Lawler suggest, organizations need to try to match the rewards their members want to the 
behaviors the organizations require. In this way, both individual and organizational needs 
can be met. 

A human quality more specific than motivation is commitment. In this chapter’s final 
article, “Antecedents and Outcomes of Organizational Commitment,” Richard M. Steers 
identifies some variables that seem to relate to people’s organizational commitment —that is, 
to their identification with and involvement in their organizations. The author discusses the 
importance for commitment of such individual and organizational characteristics as enriched 
tasks, educated and achievement-oriented people, and supportive work groups. 


Conclusion 


In summary, this chapter is concerned with the impact that an organization’s membership 
has on its design options. In particular, the chapter focuses on the following questions: 


1. What characteristics do people bring with them into the organization? 
2. What factors underlie human motivation in the organizational setting? 
3. What organization-design responses are appropriate for various human characteristics? 


VALUES AND THE ORGANIZATION: 
SUGGESTIONS FOR RESEARCH 


PATRICK E. CONNOR 
BORIS W. BECKER 


Interest in the subject of human values has ranged from 
abstract contemplation by philosophers and political 
theorists to empirical scrutiny by quantitative psychol- 
ogists. With only a few exceptions, however, inves- 
tigators have not concerned themselves with values and 
the organization. Specifically, little attention has been 
paid to the interaction between properties of the 
organizational setting and values of the actors therein. 
Employee and managerial attitudes, including their 
relationship to structural characteristics of the organi- 
zation (Porter and Lawler, 1965), have been related 
extensively in the literature. A thorough compendium 
of such studies is given by Scott and Cummings 
(1973). Employee and managerial values, however, 
particularly as they relate to organizational perfor- 
mance, have received only scant treatment. 

The purpose of this paper is to outline a program of 
systematic research to fill this theoretical gap.! First, 
values are defined, and their distinction from, yet 
interrelationship to, attitudes and behavior is specified. 
Second, the nature of the problem in relating values to 
organizational properties is discussed. Third, a concep- 
tual framework for viewing the formal organization 
and various processes within it is provided. Fourth, 
using this framework, the kinds of relationships among 
values and organizational characteristics that might 
reasonably be expected to obtain are specified. 


VALUES, ATTITUDES, AND BEHAVIOR 


There is a considerable variation in the attention 
accorded to the general concept of value by scholars in 
several fields of learning. Despite this variety, some 
theoretical consensus regarding a definitional posture 


1. An earlier version of this paper was presented at the meetings of 
the Pacific Sociological Association, 1974. 


appears to be developing. Scott (1956) and Kluckholn 
et al. (1962) define values as a conception of the 
desirable: ““A value is a conception, explicit or im- 
plicit . . . of the desirable which influences the selec- 
tion from available modes, means, and ends of action” 
(Kluckholn, 1962: 389). Building from this idea, 
Rokeach (1968: 124) defines values as “abstract ideals, 
positive or negative, not tied to any specific object or 
situation, representing a person’s beliefs about modes 
of conduct and ideal terminal modes. . . .” Values 
thus are global beliefs that “transcendentally guide 
actions and judgments across specific objects and 
situations” (Rokeach, 1968: 160). 

Attitudes, on the other hand, do focus on specific 
objects and specific situations. “An attitude is an 
orientation toward certain objects (including per- 
sons—others and oneself) or situations. . . . An atti- 
tude results from the application of a general value to 
concrete objects or situations” (Theodorson and 
Theodorson, 1969: 19). Indeed, one of the functions of 
attitudes, being object-specific, is to allow expression of 
more global underlying values (Katz and Stotland, 
1959). 

Behavior may be viewed as a manifestation of 
attitudes and values. In fact, attitudes have been 
defined by some in terms of the probability of the 
occurrence of a specified behavior in a specified 
situation (Campbell, 1950). As Newcomb notes, 
“such definitions [of attitude], while relatively devoid 
of conceptual content, serve to remind us that the 
ultimate referent of attitudes is behaviour” (Gould and 
Kolb, 1964: 141). 

In brief, then, values may be thought of as global 
beliefs about desirable end-states underlying attitudinal 
and behavioral processes. Attitudes are seen to censti- 
tute cognitive and affective orientations toward specific 


From Patrick E. Connor and Boris W. Becker, “Values and the Organization: Suggestions for Research,” Academy of Management Journal, 
vol. 18 (September 1975), pp. 550-61. © 1975 by the Academy of Management. Reprinted by permission. 
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objects or situations. Behavior generally is viewed as a 
manifestation of values and attitudes. It is contended 
here that behavior in organizations is no exception; 
indeed, although he develops a conceptual scheme 
different from that presented here, Churchman has 
argued (1961) that the ideal setting for the study of 
human values is the complex organization. 


STATEMENT OF THE PROBLEM 


Although little attention has been paid specifically to 
the study of values and the organization, the sociologi- 
cal, psychological, and administrative theory literature 
does contain numerous studies of values as a general 
human property. Moreover, as noted above, some 
consensus is developing as to the theoretical conception 
of “value.” There is no agreement, however, as to 
proper operational characteristics. Although there is a 
lengthy list of empirical studies in various fields that 
purport to use values as dependent or independent 
variables, literature search confirms that what Kluck- 
holn et al. pointed out previously is no less true today, 
more than a decade later: 


Reading the voluminous, and often vague and diffuse, 
literature on the subject in the various fields of learning, 
one finds values considered as attitudes, motivations, 
objects, measurable quantities, substantive areas of behav- 
ior, affect-laden customs or traditions, and relationships 
such as those between individuals, groups, objects, events 
(Kluckholn, 1962: 390). 


The operational ambivalence of much research is 
illustrated by a recent report (Locke, 1970). The 
investigator variously discusses values as being synon- 
ymous with emotional reactions, valuation (x is more 
valuable than y), goals, interests, needs, and outcomes. 
Even the early work of England (England, 1967) 
treated managerial values and preference for specified 
organizational goals as interchangeable quantities; 
however, England subsequently has focused his atten- 
tion more narrowly, developing comprehensive pro- 
files of managerial values (England, 1974). For 
Churchman too, values are the valuations placed by 
actors on possible outcomes of behavioral acts. Thus, 
values are seen as inferable from behavior, or predictive 


of behavior, when the individual is aware of all available 
alternatives, can freely choose any particular one, and 
knows the probabilities of outcomes occurring 
(Churchman, 1961). 

Thus the problem facing the organization theorist is 
two-fold. First, there is a need for researchers to settle 
upon a commonly accepted operational definition of 
value. This is not a call for a standardized value- 
measuring instrument; the creation of such an ultimate 
instrument is probably not possible, or even desirable, 
given the variety of research questions and methodolo- 
gies it would have to serve. Rather, it is a call for 
acceptance of the fact that values cannot fruitfully be 
operationalized as attitudes, or goals or objectives, or 
preferred outcomes. If they are to have any useful 
meaning apart from these concepts, values must be 
operationalized as parsimoniously as possible, as desir- 
able end-states of existence underlying attitudes and 
behaviors. Thus, while such formulations as those by 
Churchman (1961) and Kluckholn et al. (1962) are 
equally appealing in their rigor and elegance, the 
approach advocated by the latter is the more helpful; 
values have importance beyond the formation and 
pursuit of goals—they are fundamental to, not identical 
with, these processes. 

The second aspect of the value and organization 
problem is more pragmatic. A fair amount is known 
and more is being learned, at an accelerating rate, about 
relationships among various organizational proper- 
ties—structural components, for example (Blau and 
Schoenherr, 1971; Hall, 1972). A fair amount also is 
known about such organizational processes as power, 
conflict, leadership, communication, and environment 
adaptation (Hall, 1972). By contrast, very little is 
known about the relationships among the various 
organizational properties and processes and the values 
of organizational actors. 


VALUES AND THE ORGANIZATION 


Of the many models of organization, the general 
systems approach appears to be preferable on a large 
number of counts. Most comprehensive treatments of 
organization either embrace the systems approach 
totally, or at least pay homage to it. See, for example, 
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Organization 
Figure 6-4. Systemic representation of the organization (a) 


Hall (1972), Kast and Rosenzweig (1974), Katz and 
Kahn (1966). Even some critics of systems theory 


appear to be questioning their earlier views (Peery, 
1973). 


An Organizational Paradigm 


Basically, the systems approach to organizations postu- 
lates that organizations acquire resources from the 
external environment, transform these input resources 
into output goods and services, and dispose of the 
outputs in such a way as to facilitate the continual 
acquisition of additional inputs. This is illustrated in 
Figure 6—4. 
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This conceptualization may be elaborated, as by 
James Thompson (1967), and may be illustrated in 
greater detail, as demonstrated in Figure 6—5. 

Regardless of their precise form (the various feed- 
back loops have been left out of Figure 6—5 for visual 
clarity), systems models share a conception of the 
organization as a resource processing entity operating 
under norms of rationality, which is a subsystem of 
larger subsystems. Probably the foremost proponent of 
the systems view for organizational analysis has been 
Talcott Parsons (1956). 

For purposes of this discussion, the systems view has 
been reformulated, as shown in Figure 6—6, which is 
an expansion of an earlier formulation (Connor et al., 
1973). The concept underlying this view 1s straight- 
forward. The organization is viewed as a resource 
processing subsystem. The transformation of input 
resources into outputs occurs within the formal orga- 
nizational framework (A). The nature of this transfor- 
mation 1s constrained by the contextual components, as 
well as by various organizational processes (B). The 
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Figure 6-6. Anorganizational paradigm 


transformation is then effected through managerial 
action (C), and is reflected in ultimate organizational 
performance (D). The reader is referred to Connor et 
al. (1973) for an extended description of the variables 
and processes identified in Figure 6—6. 


Values and Organizational Variables 


In the literature there have been occasional reports or 
discussion of values as they relate to the organization. 
Zald (1963), for example, attempted to determine 
whose values predict organizational performance. Si- 
kula (1971) related respondents’ values to their per- 
sonal goals. DeSalvia and Gemill (1971) compared 
values held by students of business administration to 
those held by practicing managers. Hage and Dewar 
(1973) compared elite values and organizational struc- 
ture as predictors of organizational innovation. 

In addition to these studies, many investigators have 
concerned themselves with what Katz and Stotland 
(1959) call “instrumental” values, as they obtain in 
organizational settings. The investigations reported by 
Merton et al. (1957) and Becker et al. (1971) are 
classics. They demonstrated the effects of medical 
school socialization on the student. Similar studies have 
been conducted on other occupational groups in a 


variety of organizational settings: teachers in public 
schools (Gross et al., 1958); counselors in juvenile 
correctional institutions (Perrow, 1966); officers in 
military schools (Palen, 1972); convicts in prisons 
(Hefferman, 1972; Thomas and Foster, 1973); pa- 
tients in mental institutions (Goffman, 1961); scien- 
tusts and other professionals in various organizations 
(Moore, 1970; Vollmer and Mills, 1966); and manag- 
ers in business corporations (Dill et al., 1962). 

As a result of such investigations, a great deal is 
becoming known about how, for example, socialization 
takes place in complex organizations. Sull, little is 
known of the impact such a process has on the 
organization or its operations. In particular, it is not 
known how values of organizational actors interact 
with organizational properties in effecting socialization, 
or how such interaction affects other processes or 
managerial actions. Beyond this specific consideration 
of socialization, little is understood about the ways in 
which values affect, are affected by, and interact with a 
multitude of organizational properties, processes, and 
managerial actions. 

A brief parenthetical observation is in order: Orga- 
nizational-member values, or value orientations, may 
be more accurately characterized by the concept 
“value profile.” Probably the best methodological 
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approach to assessing values in organizations is the use 
of profiles and profile analyses. Thus, the average 
significance attached to a particular value by a set of 
organizational members may be viewed and assessed in 
relation to the significance attached by them to other 
selected values. Top management, for example, or 
middle management in small-batch organizations, or 
some other such member set may be characterized by a 
profile of value emphases. This profile then may be 
used in profile analytic tests of hypotheses concerning 
values. 

From the paradigm in Figure 6—6, it can be seen that 
several classes of questions are seemingly important, 
yet remain unanswered. 

Values and Organizational Context—What is the 
relationship between values and organizational con- 
text? Are member values affected by various contextual 
components? Are there reciprocal aspects to the rela- 
tionship? Hodgkinson (1971) found that value orien- 
tations differ by hierarchical levels. On the other hand, 
he found little relationship between values and such 

. biographic data as age, sex, and seniority. Coughlan 
(1969) also found no relationship between values and 
biographic variables. In another vein, Woodward 
(1965) concluded that values of top executives varied 
by organizational technology. Although these data 
clearly are insufficient to allow generalizations to be 
made, as a general testable proposition it is suggested 
that there are stable relationships between values of 
organizational members and components of organiza- 
tional context. In particular, the following illustrative 
hypotheses are proposed: 


1. Value orientations vary systematically with hierar- 
chical position. 

2. Value orientations vary in accordance with varia- 
tion in organizational formalization. 

3. Value orientations vary in accordance with varia- 
tions in education and training of members. 

4. Value orientations differ in accordance with differ- 
ences in dominant technology. 


Values and Organizational Processes—It cannot be 
assumed that member values are related only to formal 

| properties of the organization. In fact, it is suspected 
| that values, as a variable, may explain even more of the 


variance in organizational processes, such as conflict, 
communication, and group behavior. Hodgkinson 
(1971), for example, found values of teachers and 
administrators in elementary schools to be related to 
their hierarchical status in the school system. He 
further reports variances in social-interaction percep- 
tions of teachers as a function of value differences. 
Unfortunately, little else has been reported on the 
relationship between values and organizational pro- 
cesses. For purposes of inquiring into the matter, 
therefore, the following hypotheses are offered: 


1. Conflict occurs more frequently and is resolved 
with greater difficulty, the greater the value differ- 
ences among parties. 

2. Accuracy of communication among organizational 
members varies directly with value consensus 
among the members. 

3. Group cohesion is directly related to value con- 
sensus among group members. 

4. Effectiveness of intergroup cooperation is directly 
related to between-group consensus of member 
values. 


Values and Managerial Action—The implications of 
values for organizational administration are best iden- 
tified by considering the ways in which member values 
relate to specific managerial actions. It is almost certain 
that decision making, for example, is influenced by the 
values of those involved in the decision-making process. 
Thus Drake (1973) reports that the perceived useful- 
ness of group decisions was positively related to 
similarity of values between the decision makers. 

Other managerial actions also are likely to affect and 
be affected by member values. Pennings (1970) found 
promotion rates to be directly related to values of 
subordinates; whether this finding also is reflective of 
the superordinates’ values is unknown. Further, Hesel 
(1971) reports a positive relationship between teach- 
ers’ values and their pupil-control ideology. Specific 
hypotheses suggested by these considerations include 
the following: 


1. Perceived decision utility is directly related to 
degree of value consensus among decision makers. 
2. Leadership effectiveness is directly related to degree 
of value consensus between leader and followers. 
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3. Emphasis placed on various organizational goals by 
management (goal profile) is directly related to 
management's value profile. 

4. Effectiveness of administrative coordination 1s di- 
rectly related to value consensus among those 
whose activities are being coordinated. 

5. Type of managerial control, as exemplified by 
criteria used in the organization’s reward system, 1s 
directly related to management's values. 

6. Means by which management performs its envi- 
ronment adaptation functions are directly related to 
management’s values (example: means by which 
purchasing agent tasks are performed are predict- 
able from management value profiles). 


Values and Organizational Performance—As a final 
aspect, the relationship of member values to ultimate 
organizational performance is considered. Although 
many scholars have investigated organizational effec- 
tiveness, little consensus exists as to its proper dimen- 
sions or how to measure them. A review of the 
literature suggests the four dimensions indicated in 
Figure 6—6: efficiency, quality of output, quality of 
work environment, and responsiveness (Connor et al., 
1973). Briefly, efficiency includes financial and admin- 
istrative variables such as labor productivity, profit, 
waste control, proportion of capacity used, elimination 
of dysfunctional procedures, improved workflows, and 
appropriate information systems. Quality of output 
refers both to goods produced and to services rendered 
by the organization. In the manufacturing sector, a 
single unit of output may be of superior or inferior 
quality. This qualitative difference is clearly important 
to an assessment of organizational effectiveness. In the 
service sector, the quality of service rendered may be as 
important as the fact that the service occurred. In the 
health field, for example, this component may mean 
utility of the service to the consumer. Quality of work 
environment is reflected in member satisfaction with 
the organization as a whole, the job being performed, 
supervision, or interpersonal relationships with organi- 
zational colleagues. Responsiveness is the ability of the 
organization to adapt to its external environment and to 
maintain flexibility to adjust its internal operations to 
meet changing circumstances. Responsiveness there- 
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fore is the coping mechanism which increases the 
capacity or potential of the organization to survive and 
prosper over the long range under conditions of 
uncertainty. 

Whether viewed as identical with or underlying the 
formation and pursuit of organizational goals, values 
are inherently critical to the organization’s perfor- 
mance on these several dimensions. In the latter view, 
values are seen to lie at the heart of goal setting and 
strategy choosing processes; in the former view, values 
are the goals. Regardless of which view one holds, there 
are few data which allow anything except speculation 
about the relationship between values and organiza- 
tional effectiveness. What data do exist concern that 
aspect of organizational effectiveness referred to here as 
quality of work environment, or elsewhere as organi- 
zational climate. Several investigators report findings 
which show a strong relationship between member 
values and the character of organizational climate 
(Coughlan, 1971; Gies and Leonard, 1971; Hodgkin- 
son, 1971). 

These studies all were conducted in elementary and 
secondary schools, however, and they dichotomized 
organizational climate into “open” and “closed,” fol- 
lowing the scheme developed by Barnes (1960). 

Because of the complexity of the organizational 
effectiveness construct, and because of the paucity of 
information regarding it, one is reluctant to offer 
hypotheses even as imprecise as those presented pre- 
viously. Some illustrative questions can be posed, 
however, suggesting the directions that research might 
take in this area: 


1. Is there a direct, stable relationship between orga- 
nizational performance on various dimensions of 
efficiency and the management value profile? 
Worker value profile? Management-worker value 
consensus? 

2. How are worker values related to output quality? Is 
output quality related to degree of management- 
worker value consensus? 

3. Is value consensus between management and 
workers related to properties of organizational 
climate (such as job satisfaction, leadership style, 
etc.)? 
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4. Is the organization’s ability to be responsive related 
to top management’s value profile? Middle man- 
agement’s? Top-middle consensus? Management- 
worker consensus? Do the same relationships hold 
for both external adaptability and internal flexibil- 


ity? 


Questions such as these require investigation if an 
understanding of the ways in which values relate to the 
organization’s ultimate effectiveness is to be developed. 


CONCLUSION 


It has been suggested that an important knowledge gap 
exists in organization theory. This gap concerns the 
nature of the relationships among values of organiza- 
tional members and various organizational properties, 
processes, and activities. The merit of research into this 
area is relatively clear. First, values may well be more 
parsimonious predictors of organizational phenomena 
than are such variables as attitudes, perceptions, and 
personality traits—all of which are currently used 
frequently and with little thought of their relationships 
to underlying value systems (Connor and Becker, 
1974). Second, values may supply some critical missing 
variance. [hat is, it is not expected that values will 
always explain 100 percent of the variance of some 
other variable. To the contrary, the evidence is clear 
that, even without considering values, there are strong 
relationships among some variables (Hall, 1972). It is 
contended, however, that such relationships may be 
more fully explained by including member values as a 
distinct variable in the analysis. 

Some cautionary remarks are offered. First, the 
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authors have been extremely vague in their operational 
use of the concept “value,” as in the hypotheses and 
questions presented in the preceding section. This 
vagueness has been deliberate and it arises out of 
necessity. As Rokeach states, “Given the present state 
of development of the social sciences, it is not yet 
conceptually meaningful or technologically feasible to 
assess routinely . . . values” (Rokeach, 1969: 547). 

This deficiency is reflected in the vast number of 
value instruments available. A volume published by the 
University of Michigan’s Institute for Social Research 
contains no less than twelve value instruments, plus 
several others that could easily be considered value 
measures (Robinson and Shaver, 1969). Perusal of this 
volume demonstrates the variety of operational ap- 
proaches extant, ranging from simple two and three 
value instruments to complex multivalue arrays. At this 
stage of research, the authors feel it is unwise to 
attempt to specify the “universal value set.”’ Rather, 
different research objectives will call for attention to 
different kinds of values. For example, research into the 
relationship between top management values and con- 
flict resolution effectiveness probably would be con- 
cerned with value consensus along professional, social 
harmony, administrative, and rationality dimensions, 
rather than spiritual and aesthetic . 

This paper has emphasized exhortation rather than 
specifics. However, the current state of knowledge 
regarding values and the organization is almost nil, 
thus, exhortation appears to be called for. Organiza- 
tonal researchers have little understanding regarding 
the function that member values play in organizational 
processes. Systematic research into such topics as those 
suggested here may help develop that understanding. 
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e What makes some people work hard, while others do as little as possible? 
e How can I, as a manager, influence the performance of people who work for me? 
e Why do people turn over, show up late to work, and miss work entirely? 


These important questions about employees’ behavior 
can only be answered by managers who have a grasp of 
what motivates people. Specifically, a good under- 
standing of motivation can serve as a valuable tool for 
understanding the causes of behavior in organizations, 
for predicting the eftects of any managerial action, and 
for directing behavior so that organizational and indi- 
vidual goals can be achieved. 


EXISTING APPROACHES 


During the past twenty years, managers have been 
bombarded with a number of different approaches to 
motivation. The terms associated with these ap- 
proaches are well known—“human relations,” “scien- 
ufic management,” “job enrichment,” “need hierar- 
chy,” “‘self-actualization,’ etc. Each of these 
approaches has something to offer. On the other hand, 
each of these different approaches also has its problems 
in both theory and practice. Running through almost 
all of the approaches with which managers are familiar 
are a series of implicit but clearly erroneous assump- 
tions. 


Assumption 1: All Employees Are Alike Different 
theories present different ways of looking at people, but 
each of them assumes that all employees are basically 
similar in their makeup: employees all want economic 
gains, or all want a pleasant climate, or all aspire to be 
self-actualizing, etc. 


Assumption 2: All Situations Are Alike Most 


theories assume that all managerial situations are alike, 


and that the managerial course of action for motivation 
(for example, participation, job enlargement, etc.) is 
applicable in all situations. 


Assumption 3: One Best Way Out of the other two 
assumptions there emerges a basic principle that there 
is “one best way” to motivate employees. 

When these “one best way” approaches are tried in 
the “correct” situation they will work. However, all of 
them are bound to fail in some situations. They are 
therefore not adequate managerial tools. 


A NEW APPROACH 


During the past ten years, a great deal of research has 
been done on a new approach to looking at motivation. 
This approach, frequently called “expectancy theory,” 
sull needs further testing, refining, and extending. 
However, enough is known that many behavioral 
scientists have concluded that it represents the most 
comprehensive, valid, and useful approach to under- 
standing motivation. Further, it is apparent that it is a 
very useful tool for understanding motivation in orga- 
nizations. 

The theory is based on a number of specific 
assumptions about the causes of behavior in organiza- 
tions. 


Assumption 1: Behavior Is Determined by a Combi- 
nation of Forces in the Individual and Forces in the 
Environment Neither the individual nor the environ- 
ment alone determines behavior. Individuals come into 
organizations with certain “psychological baggage.” 
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They have past experiences and a developmental 
history which has given them unique sets of needs, 
ways of looking at the world, and expectations about 
how organizations will treat them. These all influence 
how individuals respond to their work environment. 
The work environment provides structures (such as a 
pay system or a supervisor) which influence the 
behavior of people. Different environments tend to 
produce different behavior in similar people just as 
dissimilar people tend to behave differently in similar 
environments. 


Assumption 2: People Make Decisions about Their 
Own Behavior in Organizations While there are 
many constraints on the behavior of individuals in 
organizations, most of the behavior that is observed 1s 
the result of individuals’ conscious decisions. These 
decisions usually fall into two categories. First, individ- 
uals make decisions about membership behavior—com- 
ing to work, staying at work, and in other ways being a 
member of the organization. Second, individuals make 
decisions about the amount of effort they will direct 
toward performing their jobs. This includes decisions 
about how hard to work, how much to produce, at 
what quality, etc. 


Assumption 3: Different People Have Different Types 
of Needs, Desires, and Goals \ndividuals differ on what 
kinds of outcomes (or rewards) they desire. These 
differences are not random; they can be examined 
systematically by an understanding of the differences 
in the strength of individuals’ needs. 


Assumption 4: People Make Decisions among Alter- 
native Plans of Behavior Based on Their Perceptions 
(Expectancies) of the Degree to Which a Given Behavior 
will Lead to Desired Outcomes \n simple terms, people 
tend to do those things which they see as leading to 
outcomes (which can also be called “rewards”) they 
desire and avoid doing those things they see as leading 
to outcomes that are not desired. 

In general, the approach used here views people as 
having their own needs and mental maps of what the 
world is like. They use these maps to make decisions 
about how they will behave, behaving in those ways 
which their mental maps indicate will lead to outcomes 


that will satisfy their needs. Therefore, they are 
inherently neither motivated nor unmotivated; moti- 
vation depends on the situation they are in, and how it 
fits their needs. 


THE THEORY 


Based on these general assumptions, expectancy theory 
states a number of propositions about the process by 
which people make decisions about their own behavior 
in organizational settings. While the theory is complex 
at first view, it is in fact made of a series of fairly 
straightforward observations about behavior. Three 
concepts serve as the key building blocks of the theory: 


Performance-Outcome Expectancy Every behavior 
has associated with it, in an individual’s mind, certain 
outcomes (rewards or punishments). In other words, 
the individual believes or expects that if he or she 
behaves in a certain way, he or she will get certain 
things. 

Examples of expectancies can easily be described. 
An individual may have an expectancy that if he 
produces ten units he will receive his normal hourly 
rate while if he produces fifteen units he will receive his 
hourly pay rate plus a bonus. Similarly an individual 
may believe that certain levels of performance will lead 
to approval or disapproval from members of her work 
group or from her supervisor. Each performance can be 
seen as leading to a number of different kinds of 
outcomes and outcomes can differ in their types. 


Valence Each outcome has a “valence” (value, 
worth, attractiveness) to a specific individual. Out- 
comes have different valences for different individuals. 
This comes about because valences result from indi- 
vidual needs and perceptions, which differ because they 
in turn reflect other factors in the individual’s life. 

For example, some individuals may value an oppor- 
tunity for promotion or advancement because of their 
needs for achievement or power, while others may not 
want to be promoted and leave their current work 
group because of needs for affiliation with others. 
Similarly, a fringe benefit such as a pension plan may 
have great valence for an older worker but little valence 
for a young employee on his first job. 
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Effort-Performance Expectancy Each behavior also 
has associated with it in the individual’s mind a certain 
expectancy or probability of success. This expectancy 
represents the individual’s perception of how hard it 
will be to achieve such behavior and the probability of 
his or her successful achievement of that behavior. 

For example, you may have a strong expectancy that 
if you put forth the effort, you can produce ten units an 
hour, but that you have only a fifty-fifty chance of 
producing fifteen units an hour if you try. 

Putting these concepts together, it is possible to 
make a basic statement about motivation. In general, 
the motivation to attempt to behave in a certain way 1s 
greatest when: 


a. The individual believes that the behavior will lead to 
outcomes (performance-outcome expectancy) 

b. The-individual believes that these outcomes have 
positive value for him or her (valence) 

c. The individual believes that he or she is able to 
perform at the desired level (effort-performance 
expectancy) 


Given a number of alternative levels of behavior 
(ten, fifteen, and twenty units of production per hour, 


Aperson’s motivation is a function of: 


a. Effort-to-performance expectancies 
b. Performance-to-outcome expectancies 
c. Perceived valence of outcomes 


Figure 6-7. 
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for example) the individual will choose that level of 
performance which has the greatest motivational force 
associated with it, as indicated by the expectancies, 
outcomes, and valences. 

In other words, when faced with choices about 
behavior, the individual goes through a process of 
considering questions such as, “Can I perform at that 
level if I try?” “If I perform at that level, what will 
happen?” “How do I feel about those things that will 
happen?” The individual then decides to behave in that 
way which seems to have the best chance of producing 
positive, desired outcomes. 


A General Model 


On the basis of these concepts, it is possible to construct 
a general model of behavior in organizational settings 
(see Figure 6—7). Working from left to right in the 
model, motivation is seen as the force on the individual 
to expend effort. Motivation leads to an observed level 
of effort by the individual. Effort, alone, however, is not 
enough. Performance results from a combination of the 
effort that an individual puts forth and the level of 
ability which he or she has (reflecting skills, training, 
information, etc.). Effort thus combines with ability to 


Performance Outcomes 


(rewards) 


The basic motivation-behavior sequence 
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produce a given level of performance. As a result of 
performance, the individual attains certain outcomes. 
The model indicates this relationship in a dotted line, 
reflecting the fact that sometimes people perform but 
do not get desired outcomes. As this process of 
performance-reward occurs, time after time, the actual 
events serve to provide information which influences 
the individual’s perceptions (particularly expectancies) 
and thus influences motivation in the future. 
Outcomes, or rewards, fall into two major categor- 
ies. First, the individual obtains outcomes from the 
environment. When an individual performs at a given 
lével he or she can receive positive or negative out- 
comes from supervisors, coworkers, the organization’s 
rewards systems, or other sources. These environmen- 
tal rewards are thus one source of outcomes for the 
individual. A second source of outcomes is the individ- 
ual. These include outcomes which occur purely from 
the performance of the task itself (feelings of ac- 
complishment, personal worth, achievement, etc.). Ina 
sense, the individual gives these rewards to himself or 
herself. The environment cannot give them or take 
them away directly; it can only make them possible.? 


Implications for Managers 


The first set of implications is directed toward the 
individual manager who has a group of people working 
for him or her and is concerned with how to motivate 
good performance. Since behavior is a result of forces 
both in the person and in the environment, you as 
manager need to look at and diagnose both the person 
and the environment. Specifically, you need to do the 
following: 


Figure out what outcomes each employee values Asa 
first step, it is important to determine what kinds of 
outcomes or rewards have valence for your employees. 
For each employee you need to determine “what turns 
him or her on.” There are various ways of finding this 
out, including (a) finding out employees’ desires 
through some structured method of data collection, 
such as a questionnaire, (b) observing the employees’ 


1. For reviews of expectancy-theory research, see Mitchell (1974). 
For a more general discussion of expectancy theory and other 
approaches to motivation, see Lawler (1973). 
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reactions to different situations or rewards, or (c) the 
fairly simple act of asking them what kinds of rewards 
they want, what kind of career goals they have, or 
‘“what’s in it for them.” It is important to stress here 
that it is very difficult to change what people want, but 
fairly easy to find out what they want. Thus, the 
skillful manager emphasizes diagnosis of needs, not 
changing the individuals themselves. 


Determine what kinds of behavior you desire Man- 
agers frequently talk about “good performance” with- 
out really defining what good performance is. An 
important step in motivating 1s for you yourself to 
figure out what kinds of performances are required and 
what are adequate measures or indicators of perfor- 
mance (quantity, quality, etc.). There is also a need to 
be able to define those performances in fairly specific 
terms so that observable and measurable behavior can 
be defined and subordinates can understand what is 
desired of them (e.g., produce ten products of a certain 
quality standard—rather than only produce at a high 
rate). 


Make sure desired levels of performance are reach- 
able ‘The model states that motivation is determined 
not only by the performance-to-outcome expectancy, 
but also by the effort-to-performance expectancy. The 
implication of this is that the levels of performance 
which are set as the points at which individuals receive 
desired outcomes must be reachable or attainable by 
these individuals. If the employees feel that the level of 
performance required to get a reward is higher than 
they can reasonably achieve, then their motivation to 
perform well will be relatively low. 


Link desired outcomes to desired performances he 
next step is to directly, clearly, and explicitly link those 
outcomes desired by employees to the specific per- 
formances desired by you. If your employee values 
external rewards, then the emphasis should be on the 
rewards systems concerned with promotion, pay, and 
approval. While the linking of these rewards can be 
initiated through your making statements to your 
employees, it is extremely important that employees 
see a clear example of the reward process working in a 
fairly short period of time if the motivating “expectan- 
cies” are to be created in the employees’ minds. The 
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linking must be done by some concrete public acts, in 
addition to statements of intent. 

If your employee values internal rewards (e.g., 
achievement), then you should concentrate on chang- 
ing the nature of the person’s job, for he or she is likely 
to respond well to such things as increased autonomy, 
feedback, and challenge, because these things will lead 
toa situation where good job performance is inherently 
rewarding. The best way to check on the adequacy of 
the internal and external reward system is to ask people 
what their perceptions of the situation are. Remember 
it is the perceptions of people that determine their 
motivation, not reality. It doesn’t matter for example 
whether you feel a subordinate’s pay is related to his or 
her motivation. Motivation will be present only if the 
subordinate sees the relationship. Many managers are 
misled about the behavior of their subordinates because 
they rely on their own perceptions of the situation and 
forget to find out what their subordinates feel. There is 
only one way to do this: ask. Questionnaires can be 
used here, as can personal interviews. 


Analyze the total situation for conflicting expectan- 
cies Having set up positive expectancies for employ- 
ees, you then need to look at the entire situation to see if 
other factors (informal work groups, other managers, 
the organization’s reward systems) have set up con- 
flicting expectancies in the minds of the employees. 
Mouvation will only be high when people see a number 
of rewards associated with good performance and few 
negative outcomes. Again, you can often gather this 
kind of information by asking your subordinates. If 
there are major conflicts, you need to make adjust- 
ments, either in your own performance and reward 
structure, or in the other sources of rewards or 
punishments in the environment. 


Make sure changes in outcomes are large enough \n 
examining the motivational system, it is important to 
make sure that changes in outcomes or rewards are 
large enough to motivate significant behavior. Trivial 
rewards will result in trivial amounts of effort and thus 
trivial improvements in performance. Rewards must be 
large enough to motivate individuals to put forth the 
effort required to bring about significant changes in 
performance. 


Check the system for its equity The model is based 
on the idea that individuals are different and therefore 
different rewards will need to be used to motivate 
different individuals. On the other hand, for a motiva- 
tional system to work it must be a fair one—one that 
has equity (not equality). Good performers should see 
that they get more desired rewards than do poor 
performers, and others in the system should see that 
also. Equity should not be confused with a system of 
equality where all are rewarded equally, with no 
regard to their performance. A system of equality is 
guaranteed to produce low motivation. 


Implications for Organizations 


Expectancy theory has some clear messages for those 
who run large organizations. It suggests how organiza- 
tional structures can be designed so that they increase 
rather than decrease levels of motivation of organiza- 
tion members. While there are many different impli- 
cations, a few of the major ones are as follows: 


Implication 1: The design of pay and reward sys- 
tems Organizations usually get what they reward, 
not what they want. This can be seen in many 
situations, and pay systems are a good example. 
(Lawler, 1971). Frequently, organizations reward 
people for membership (through pay tied to seniority, 
for example) rather than for performance. Little 
wonder that what the organization gets is behavior 
oriented toward “safe,” secure employment rather 
than effort directed at performing well. In addition, 
even where organizations do pay for performance as a 
motivational device, they frequently negate the mo- 
tivational value of the system by keeping pay secret, 
therefore preventing people from observing the pay- 
to-performance relationship that would serve to create 
positive, clear, and strong performance-to-reward ex- 
pectancies. The implication is that organizations should 
put more effort into rewarding people (through pay, 
promotion, better job opportunities, etc.) for the 
performances which are desired, and that to keep these 
rewards secret is clearly self-defeating. In addition, it 
underscores the importance of the frequently ignored 
performance evaluation or appraisal process and the 
need to evaluate people based on how they perform 
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clearly defined specific behaviors, rather than on how 
they score on ratings of general traits such as “hon- 
esty,” “cleanliness,” and other, similar terms which 
frequently appear as part of the performance appraisal 
form. 


Implication 2: The design of tasks, jobs, and 
roles One source of desired outcomes is the work 
itself. The expectancy-theory model supports much of 
the job enrichment literature, in saying that by design- 
ing jobs which enable people to get their needs fulfilled, 
organizations can bring about higher levels of motiva- 
tion. The major difference between the traditional 
approaches to job enlargement or enrichment and the 
expectancy-theory approach is the recognition by the 
expectancy theory that different people have different 
needs and, therefore, some people may not want 
enlarged or enriched jobs. Thus, while the design of 
tasks that have more autonomy, variety, feedback, 
meaningfulness, etc., will lead to higher motivation in 
some, the organization needs to build in the opportu- 
nity for individuals to make choices about the kind of 
work they will do so that not everyone is forced to 
experience job enrichment. 


Implication 3: The importance of group struc- 
tures Groups, both formal and informal, are powerful 
and potent sources of desired outcomes for individuals. 
Groups can provide or withhold acceptance, approval, 
affection, skill training, needed information, assistance, 
etc. They are a powerful force in the total motivational 
environment of individuals. Several implications 
emerge from the importance of groups. First, organi- 
zations should consider the structuring of at least a 
portion of rewards around group performance rather 
than individual performance. This is particularly im- 
portant where group members have to cooperate with 
each other to produce a group product or service, and 
where the individual’s contribution is often hard to 
determine. Second, the organization needs to train 
managers to be aware of how groups can influence 
individual behavior and to be sensitive to the kinds of 
expectancies which informal groups set up and their 


2. A good discussion of job design with an expectancy theory 
perspective is in Hackman et al. (1975). 
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conflict or consistency with the expectancies that the 
organization attempts to create. 


Implication 4: The supervisor’s role “The immediate 
supervisor has an important role in creating, monitor- 
ing, and maintaining the expectancies and reward 
structures which will lead to good performance. The 
supervisor’s role in the motivation process becomes one 
of defining clear goals, setting clear reward expectan- 
cies, and providing the right rewards for different 
people (which could include both organizational 
rewards and personal rewards such as recognition, 
approval, or support from the supervisor). Thus, 
organizations need to provide supervisors with an 
awareness of the nature of motivation as well as the 
tools (control over organizational rewards, skill in 
administering those rewards) to create positive moti- 
vation. 


Implication 5: Measuring motivation If things like 
expectancies, the nature of the job, supervisor-con- 
trolled outcomes, satisfaction, etc., are important in 
understanding how well people are being motivated, 
then organizations need to monitor employee percep- 
tions along these lines. One relatively cheap and 
reliable method of doing this is through standardized 
employee questionnaires. A number of organizations 
already use such techniques, surveying employees’ 
perceptions and attitudes at regular intervals (ranging 
from once a month to once every year-and-a-half) 
using either standardized surveys or surveys developed 
specifically for the organization. Such information is 
useful both to the individual manager and to top 
management in assessing the state of human resources 
and the effectiveness of the organization’s motivational 
systems. 


Implicaton 6: Individualizing organizations Expec- 
tancy theory leads to a final general implication about a 
possible future direction for the design of organiza- 
tions. Because different people have different needs and 
therefore have different valences, effective motivation 
must come through the recognition that not all em- 


3. The use of questionnaires for understanding and changing 
organizational behavior is discussed in Nadler (1977). 
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ployees are alike and that organizations need to be 
flexible in order to accommodate individual differ- 
ences. This implies the “building in” of choice for 
employees in many areas, such as reward systems, 
fringe benefits, job assignments, etc., where employees 
previously have had little say. A successful example of 
the building in of such choice can be seen in the 
experiments at TRW and the Educational Testing 
Service with “cafeteria fringe-benefits plans” which 
allow employees to choose the fringe benefits they 
want, rather than taking the expensive and often 
unwanted benefits which the company frequently 
provides to everyone.* 


SUMMARY 


Expectancy theory provides a more complex model of 
man for managers to work with. At the same ume, It is 
a model which holds promise for the more effective 


4. The whole issue of individualizing organizations is examined in 
Lawler (1974). 


motivation of individuals and the more effective design 
of organizational systems. It implies, however, the need 
for more exacting and thorough diagnosis by the 
manager to determine (a) the relevant forces in the 
individual, and (b) the relevant forces in the environ- 
ment, both of which combine to motivate different 
kinds of behavior. Following diagnosis, the model 
implies a need to act—to develop a system of pay, 
promotion, job assignments, group structures, supervi- 
sion, etc.—to bring about effective motivation by 
providing different outcomes for different individuals. 

Performance of individuals is a critical issue in 
making organizations work effectively. If a manager is 
to influence work behavior and performance, he or she 
must have an understanding of motivation and the 
factors which influence an individual’s motivation to 
come to work, to work hard, and to work well. While 
simple models offer easy answers, it is the more 
complex models which seem to offer more promise. 
Managers can use models (like expectancy theory) to 
understand the nature of behavior and build more 
effective organizations. 


ANTECEDENTS AND OUTCOMES OF ORGANIZATIONAL 
COMMITMENT 


RICHARD M. STEERS 


The concept of employee commitment to organiza- 
tons has received increased attention in the research 
literature recently as both managers and organizational 
analysts seek ways to increase employee retention and 
performance. Employee commitment is important for 
several reasons. To begin with, recent findings indicate 
that commitment is often a better predictor of turnover 
than is job satisfaction (Koch and Steers, 1976; Porter 
et al., 1974). Moreover, findings by Mowday, Porter, 
and\Dubin (1974) suggest that highly committed 
employees may perform better than less committed 
ones. Finally, it has been suggested by some that 
commitment may represent one useful indicator of the 
effectiveness of an organization (Schein, 1970; Steers, 
1975). These findings have important implications for 
both organization theory and the practice of manage- 
ment. 

Organizational commitment may be defined as the 
relative strength of an individual’s identification with and 
involvement in a particular organization. \t can be 
characterized by at least three factors: 1. a strong belief 
in and acceptance of the organization’s goals and 
values; 2. a willingness to exert considerable effort on 
behalf of the organization; and 3. a strong desire to 
maintain membership in the organization (Porter et al., 
1974). Before such a concept can be operationalized, 
however, greater understanding is required concerning 
the process by which commitments are formed and 
how such commitments influence subsequent behavior 
in organizational settings. 

Although a variety of studies have been reported 
recently examining certain aspects of commitment, 
several problems remain. First, few studies have taken a 
systematic or comprehensive approach to the topic. As 
a result, we have little information to guide us in 
model-building attempts. Second, cross-validational 
studies in which hypotheses or models are tested and 


then replicated in diverse settings are rare. Thus, the 
external validity of many of the existing findings must 
remain in doubt. Third, the majority of existing studies 
treat commitment as a dependent variable. Conse- 
quently, little is known about the behavioral outcomes 
of commitment. The present study attempted to 
provide information relevant to all three of these 
problems by suggesting a preliminary model that 
incorporates both antecedents and outcomes of organi- 
zational commitment and then providing a cross- 
validational test of the utility of the model. 


THE MODEL 


The model consists of two parts: 1. antecedents of 
commitment; and 2. outcomes of commitment. The 
component dealing with antecedents draws heavily on 
previous research. When the various studies on deter- 
minants of organizational commitment are examined, it 
becomes clear that major influences can be found 
throughout the work environment. For the sake of 
parsimony, these influences can be grouped into three 
main categories: personal characteristics, job charac 
teristics, and work experiences (see Figure 6—8). 

Personal characteristics consist of those variables 
which define the individual. For instance, commitment 
has been shown to be related to age (Hrebiniak, 1974, 
Lee, 1971; Sheldon, 1971), opportunities for achieve- 
ment (Brown, 1969; Hall, Schneider, and Nygren, 
1970; Lee, 1971; Patchen, 1970), education (Koch and 
Steers, 1976), role tension (Hrebiniak and Alutto, 
1972), and central life interest (Dubin, Champoux, 
and Porter, 1975). Because of the diversity of samples 
and commitment measures that were used in these 
studies, they were used in the present investigation as 
guidelines for the formulation of hypotheses. 

The model further suggests that job characteristics 


“Antecedents and Outcomes of Organizational Commitment,” Administrative Science Quarterly, vol. 22, no. 1 (March 1977), pp. 46-56. 
© 1977. by Administrative Science Quarterly, Cornell University. Reprinted by permission. 
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Personal characteristics 
(need for achievement, 
age, education) 


Job characteristics 
(task identity, optional 
interaction, feedback) 


Work experiences 
(group attitudes, 

organizational dependability, 
personal import) 


Figure 6-8. 


may also influence commitment to some degree, al- 
though the influence is probably more pronounced for 
other affective responses, like job satisfaction (Stone 
and Porter, 1975). In particular, we would expect, 
based on prior research, that commitment would be 
influenced by job challenge (Buchanan, 1974; Hall and 
Schneider, 1972), opportunities for social interaction 
(Sheldon, 1971), and the amount of feedback provided 
on the job (Ross and Zander, 1957; Porter and Steers, 
1973). 

Finally, drawing on the work of Buchanan (1974) 
and others, the model suggests that commitment is 
influenced by the nature and quality of an employee’s 
work experiences during his or her tenure in an 
organization. Work experiences are viewed as a major 
socializing force and as such represent an important 
influence on the extent to which psychological attach- 
ments are formed with the organization. Experiences 
that have been found to influence commitment include 
group attitudes toward the organization (Buchanan, 
1974; Patchen, 1970), organizational dependability 
and trust (Buchanan, 1974; Hrebiniak, 1974), percep- 
tions of personal investment and personal importance 
to an organization (Buchanan, 1974; Patchen, 1970; 
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Outcomes 


(desire, 
Organizational intent to remain, 
commitment attendance, 


employee retention, 
job performance) 


Hypothesized antecedents and outcomes of organizational commitment 


Sheldon, 1971), and rewards or the realization of 
expectations (Grusky, 1966). 

Thus, the first component of the proposed model 
suggests that important influences on commitment 
can be found in three general areas of organizational 
life. A major advantage of the present study is that it 
allows for the simultaneous examination of the various 
antecedents in order to identify the relative strength 
of relation of each with commitment. Previous studies 
were more focused and typically did not provide an 
adequate test of the relative weights of each anteced- 
ent. 

The second component of the model hypothesizes 
that commitment leads to several specific behavioral 
outcomes. First, highly committed employees should 
have a strong desire and intent to remain with the 
organization. Such an outcome is implicit in the 
definition of commitment. Moreover, such behavioral 
intentions should be manifested in subsequent em- 
ployee retention or turnover (Porter et al., 1974). In 
addition, commitment would be expected to be related 
to attendance. Employees who are highly committed to 
the goals of an organization and have positive attitudes 
toward it should be more likely to have a strong desire 
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to come to work and contribute toward goal attain- 
ment. Finally, commitment was hypothesized to be 
related to performance under the assumption that 
committed employees would expend greater effort on 
the job. This second part of the model was set forth 
more on an exploratory level because of the paucity of 
empirical data available for guidance. Even so, it was 
felt that knowledge of such possible outcomes was 
equally important as information concerning anteced- 
ents. When taken together, it was hoped that this study 
would provide for a cross-validated test among diver- 
gent samples of the generalizability of the proposed 
model of organizational commitment. 


METHOD 


Samples and Research Sites 


The study was carried out among two diverse samples 
of employees in separate organizations. The first 
sample consisted of employees of a major midwestern 
hospital. Subjects held a wide variety of technical and 
nontechnical positions, including administrators, regis- 
tered nurses, licensed vocational nurses, service work- 
ers, and clerical employees. The average age of the 
subjects was 35, while the average tenure was 8 years. 
Educational backgrounds ranged from high school 
degrees through M.S. degrees. 

The second sample consisted of research scientists 
and engineers employed by a major independent 
research laboratory. Subjects held various technical and 
administrative positions. The average age of the sub- 
jects was 38; the average tenure was 10 years. Educa- 
tional backgrounds ranged from bachelor’s through 
doctoral degrees. Subjects were engaged in a wide 
variety of both basic and applied research projects, 
principally in engineering. 


Measures 


In order to test the sufficiency of the model, measures 
were secured on the following sets of variables. 

Personal characteristics. Measures of personal charac- 
teristics included age, education, and tenure, plus the 
need strengths of achievement, affiliation, autonomy, 
and dominance. 


el 


Job characteristics. Perceived job characteristics were 
measured using the scales developed by Hackman and 
Lawler (1971). The four core dimensions measured 
were: autonomy, variety, feedback, and task identity. 
In addition, opportunity for optional interaction (that 
is, the opportunity to develop close friendships at 
work) was also measured because of its purported 
influence on commitment as discussed above. 

Work experiences. Work experiences were measured 
using an instrument developed by Buchanan (1974). 
In order to remain consistent with the theoretical 
model outlined above and to avoid problems of mult- 
colinearity between study variables that emerged else- 
where, the following experiences were selected for 
examination: 1. group attitudes toward the organiza- 
tion; 2. the extent to which subjects’ expectations were 
met by the realities of the job; 3. feelings of personal 
importance to the organization based upon the actions- 
of the organization over time; and 4. the extent to 
which the organization was seen as being dependable in 
carrying out its commitments to employees. Each work 
experience measure attempts to tap one relatively 
discreet aspect of organizational life. 

Organizational commitment. Commitment was mea- 
sured using a questionnaire developed by Porter 
(Porter et al., 1974). Each item of the questionnaire 
asks the subject to express his or her agreement or 
disagreement with the item on a seven-point Likert 
scale, ranging from “strongly agree” to “strongly 
disagree.” Mean commitment levels for the two sam- 
ples were 5.1 for the hospital sample and 4.4 for the 
research laboratory (with 7.0 representing the highest 
possible level of commitment). 

Desire and intent to remain. Single item measures of 
subjects’ desire to remain and intent to remain were 
secured on seven-point scales ranging from strongly 
disagree to strongly agree. 

Behaviors. Job performance was measured in the 
hospital sample by asking immediate supervisors to rate 
subjects on four related performance dimensions: 
overall performance, quality of work, quantity of 
work, and promotion readiness. In the research labora- 
tory sample, it was only possible to obtain a global 
measure of overall job performance. Attendance was 
measured as the number of days absent from work. 
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Finally, employee turnover data were collected for a 
period of one year in the hospital sample; it was not 
possible to obtain this information for the research 
laboratory. 


Data Collection 


In both samples, questionnaires were administered 
on-site by university researchers during regular work- 
ing hours. Subjects were informed that participation 
was voluntary and were assured of confidentiality of 
responses. Of the initial random samples, usable ques- 
tionnaire data were gather from 382 hospital employ- 
ees (87 percent of the sample) and 119 scientists and 
engineers (82 percent of the sample). 


RESULTS 


Antecedents of Commitment 


Initially, attention was focused on testing the first part 
of the model dealing with the three sets of antecedents 
of organizational commitment. Toward this end, sepa- 
rate multiple correlations were run between each of the 
three sets of hypothesized antecedents and commit- 
ment. Since interest centered on which set of anteced- 
ents was more strongly related to commitment, all the 
relevant variables in each of the three antecedent 
categories were used in their respective analyses. To 
provide for a cross-validation of results, this analysis 
was performed on both samples. The results are 
presented in Table 6-1. 

The findings provide support for the first part of the 
model presented in Figure 6—8 by virtue of the fact 


TABLE 6-1 MULTIPLE CORRELATIONS BETWEEN 
ANTECEDENTS AND ORGANIZATIONAL COMMITMENT 
FOR BOTH SAMPLES 


Hospital Scientists and 
Antecedents Employees Engineers 

(N=382) (N=119) 

R F-value R F-value 
Personal Hols 24.96** 42 3.28* 
characteristics 

Job characteristics 64 47.86** 38 3.89* 
Work experience ar 89.26** .64 20.04** 


*Significant at .01 level 
**Significant at .001 level 
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that all three sets of antecedents were significantly 
related to commitment. This finding emerged for both 
samples. It was also found that, for both samples, work 
experiences were more closely associated with com- 
mitment (R = .71 and .64) than the other two sets of 
variables, thereby providing partial support for Bu- 
chanan’s (1974) thesis that commitment is largely a 
function of work experiences. However, these findings 
extend this thesis by noting the importance of the other 
two sets of antecedents, thus emphasizing the diverse 
sources of factors affecting employee commitment in 
organizations. 

On a more specific level, interest was next focused 
on an attempt to identify those specific variables that 
most strongly influenced employee commitment. To 
accomplish this, step-wise multiple regression analyses 
were run for both samples using all of the independent 
variables from the three major antecedent categories 
and treating organizational commitment as the depen- 
dent variable (see Table 6—2). 

A comparison of the two regression analyses reveals 
several important findings. To begin with, six ante- 
cedent variables were significantly associated with 
commitment in both samples: need for achievement, 
group attitudes toward the organization, education 
(inversely), organizational dependability, personal im- 
portance to the organization, and task identity. The 
ability to replicate these findings across two studies 
suggests that these variables may represent relatively 
stable antecedents of organizational commitment. 

Second, it also was found that four additional 
variables were significantly related to commitment in 
one sample but not the other. These variables were: 
opportunities for optional interaction, age, met expec- 
tations, and feedback. 

Finally, an analysis of the findings revealed that 
specific antecedents that significantly related to com- 
mitment could be found in all three general antecedent 
categories. [his finding provides support for the notion 
that all three categories represent important influences 
on commitment, as suggested in the model. 


Outcomes of Commitment 


In order to test the second component of the model, 
Pearson product-moment correlations were run be- 
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TABLE 6-2 RESULTS OF MULTIPLE REGRESSION ANALYSES FOR 
SPECIFIC ANTECEDENT VARIABLES ON 
COMMITMENT FOR BOTH SAMPLES 


Independent Variables 


Hospital Employees 


Scientists and Engineers 


Beta ip Beta Pi 

Need for achievement ms) Boo2as 25 1846" =* 
Group attitudes .20 Cioran 24 G.80n 
Education —.15 NOOAes —.24 a O4a se 
Task identity silce! 12.Gke > ce 3.29* 
Optional interaction 19 Boysthe - _ 
Age 16 OVO =e _ _ 
Met expectations Filts: 1Or09 = = _ =_ 
Organizational dependability SZ Gate 27 hie 
Personal importance 10 4.82* 22, 4.73* 
Feedback — _ Pali 3.90* 

i=in toe —200 R=N, hae—48 
N=382, df=1,373 for hospital employees; N=119, df=1,112 for scientists and engineers. 


*Significant at .05 level 
==Significant at .01 level 
***Significant at .001 level 


tween commitment and each outcome variable. As 
shown in Table 6—3, commitment was found to be 
related to both desire to remain and intent to remain for 
both samples. Moreover, it was also found to be related 
to attendance for the scientists and engineers but not 
for hospital employees. In addition, commitment was 
found to be inversely related to employee turnover in 
the hospital sample. (Comparative data on turnover 
from the other sample were unavailable.) Finally, 
commitment was marginally related to two of four 
performance measures for hospital employees, but was 


TABLE 6-3 PEARSON PRODUCT-MOMENT 
CORRELATIONS BETWEEN COMMITMENT AND OUTCOME 
VARIABLES FOR BOTH SAMPLES 


Organizational Commitment 


Hospital Scientists and 

Employees Engineers 
Outcome Variables (N=382) 
Desire to remain AAR** 
Intent to remain Ouest 
Attendance .08 
Turnover —.17** 
Overall performance .05 .05 
Quality of work .07 NA 
Quantity of work sill) NA 
Promotion readiness SiN Ok NA 


NA=Not available 
*Significant at .05 level 
**Significant at .01 level 
***Significant at .001 level 


not related to the global performance measure for the 
scientists and engineers. 

Thus, while support for part of the second half of the 
model emerged, particularly with respect to intent and 
desire to remain and actual turnover, the data appear to 
be inconclusive with respect to attendance and job 
performance. 


DISCUSSION 


Several important conclusions emerge from these find- 
ings. First, it can be concluded that antecedents of 
organizational commitment are quite diverse in their 
nature and origin. In the present study, commitment in 
both samples was influenced by need for achievement, 
group attitudes toward the organization, education 
(inversely), organizational dependability, perceived 
personal importance to the organization, and task 
identity. A common theme that runs through many of 
these variables is the notion of exchange (March and 
Simon, 1958; Hrebiniak and Alutto, 1972). Individuals 
come to organizations with certain needs, desires, skills, 
and so forth, and expect to find a work environment 
where they can uulize their abilities and satisfy many of 
their basic needs. When the organization provides such 
a vehicle (for example, where it makes effective use of 
its employees, is dependable, and so forth), the likeli- 
hood of increasing commitment is apparently en- 
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hanced. When the organization is not dependable, 
however, or where it fails to provide employees with 
challenging and meaningful tasks, commitment levels 
tend to diminish. Moreover, when employees have 
higher levels of education, it may be more difficult for 
an organization to provide sufficient rewards (as per- 
ceived by the individual) to equalize the exchange. 
Hence, more highly educated people (who also tend to 
be more cosmopolitan) would be less committed to the 
organization and perhaps more committed to a profes- 
sion or trade. 

A second important finding of the present study was 
that major influences on organizational commitment 
can be found in all three antecedent categories (per- 
sonal characteristics, job characteristics, and work 
experiences). Thus, some support is provided for the 
adequacy of the first component of the model as 
described in Figure 6—8. Moreover, while all three sets 
of antecedents appear to be important, work experi- 
ences were found to be more closely related to 
commitment than personal or job characteristics for 
both samples. Such findings reinforce and enlarge upon 
the earlier efforts of Buchanan (1974), Hall and 
Schneider (1972), and Hrebiniak and Alutto (1972) 
by identifying the more salient features of the commit- 
ment process. 

The findings of the present study also provide partial 
support for the second component of the model dealing 
with the possible outcomes of organizational commit- 
ment. Strong support was found for the proposition 
that commitment is associated with increases in an 
employee’s desire and intent to remain with an organi- 
zation. In view of the definition of commitment, this 
finding is not surprising. More importantly, commit- 
ment was also significantly and inversely related to 
employee turnover. This finding supports earlier stud- 
ies among divergent samples (Koch and Steers, 1976; 
Porter et al., 1974) and suggests that one of the most 
significant outcomes of increased commitment is a 
more stable work force. 

In addition, commitment was related to attendance 
for one sample but not the other. While the present 
data are not sufficient to explain these mixed results, it 
is possible that this relationship was contaminated by 
the pooling of voluntary and involuntary absences in 


the attendance measure. Even so, the strong positive 
relationship between these two variables for the one 
sample cannot be ignored and suggests a fruitful area 
for future research. 

Finally, several comments are in order concerning 
the rather weak relationship between commitment and 
performance. While it was hypothesized that these two 
variables would be related, such an association was 
found in only two of the five possible situations. 
Moreover, the magnitude of the two significant rela- 
tionships was small. Hence, it must be concluded that 
no direct or consistent association exists between 
commitment and subsequent job performance for these 
samples. 

Several possible explanations exist for this coun- 
terintuitive finding. First, it is conceivable that the two 
organizations under study, in their efforts to reduce 
turnover and absenteeism, tended to retain more 
security-minded “settlers,” who were loyal but to 
whom high performance was not role relevant. In other 
words, there may be a self-selection process in opera- 
tion here whereby moderate or low performers feel 
comfortable (and committed) in a nonthreatening 
environment, while high performers seek challenge 
elsewhere. Thus the organization tends to end up with 
a more stable but less productive or creative work 
force. 

Several lines of evidence may be found in support of 
this explanation. For instance, neither of the organiza- 
tions studied were profit-oriented in the conventional 
sense. Since operating costs were passed along to 
patients or customers, pressures for efficiency may 
have been somewhat reduced. Instead, both organiza- 
tions may have assumed a posture of attempting to 
retain their highly trained, specialized (and hard to 
replace) technical personnel at a cost of reduced 
output. Hence, one explanation may lie in the nature of 
the organizations studied. In addition, observational 
data from both organizations suggest that top managers 
were strongly concerned about employee relations and 
rather ambivalent about high level performance. In 
fact, while managers were sensitive to such indices as 
turnover and absenteeism (both were seen as measures 
of job satisfaction), they encountered great difficulty in 
specifying relevant criteria for good employee perfor- 
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mance. A recent review of studies of organizational 
effectiveness suggests that highly effective organiza- 
tions are generally characterized by an achievement 
orientation and employee centeredness (Steers, 1977). 
The two organizations studied tended to ignore the 
first characteristic (or were unable to assess it accu- 
rately) and stress the second. Consequently, it would 
not be surprising that organizational commitment 
would not be translated into high levels of perfor- 
mance. 

A second possible explanation for the absence of a 
commitment-performance relationship may lie in the 
current conceptualization of the commitment con- 
struct. Specifically, previous studies of commitment 
have tended to view commitment simultaneously as an 
affective response to an employee’s environment and as 
a behavioral intention concerning future performance 
(Fishbein, 1967). Hence, we tend to think of a highly 
committed employee as one who strongly identifies 
with the organization (that is, “I feel good about 
working here”) and who 1s willing to exert high levels 
of effort on behalf of the organization (that is, “I want 
to do my best for this company”). Conceptually, 
however, it may be more meaningful to distinguish 
between “passive” commitment and “active” commit- 
ment. In the present study, it 1s conceivable that the 
employees experienced primarily a passive form of 
commitment and that, for some reason, such affective 
responses were not translated into behavioral inten- 
tions (that is, active commitment). If such a view 1s 
correct, it suggests a rethinking of the current ap- 
proach to the study of organizational commitment, as 
well as renewed efforts at measuring its various facets. 

The third possible explanation for the lack of a 
commitment-performance relationship follows from 
existing research on motivation and work behavior 


(Porter and Lawler, 1968; Steers and Porter, 1975; 
Vroom, 1964). Specifically, contemporary theories of 
work motivation suggest that job performance is a 
function of three variables: motivation level, ability, 
and role clarity (Porter and Lawler, 1968). Recent 
research has indicated that all three of these variables 
are important in the determination of employee per- 
formance. Existing definitions of organizational com- 
mitment appear to be largely concerned with the 
motivational aspects of such a model. That is, a highly 
committed person is thought to exert high levels of 
effort. However, the notion of organizational commit- 
ment as defined 1n the literature exists independently of 
human abilities and role clarity. Hence, it seems logical 
to assume that at least part of the failure to find a strong 
commitment-performance relationship may have re- 
sulted from the failure to control for abilities and role 
clarity in the present analyses. Again, such a con- 
clusion carries with it recommendations for future 
investigations. 

The three suggested explanations for the lack of a 
commitment-performance relationship are not mutu- 
ally exclusive. In fact, they are quite complementary. 
When taken together, they suggest that highly com- 
mitted employees will tend to perform well to the 
extent that: 1. organizations stress high achievement 
orientations concomitantly with good employee rela- 
tions; 2. passive commitment (often called loyalty) can 
be translated into active commitment; and 3. employ- 
ees possess the requisite skills and abilities and fully 
understand and accept their particular organizational 
roles. In other words, it appears that more complex 
models must be developed and tested in the future 
concerning the behavioral outcomes of employee com- 
mitment to organizations. The present preliminary 
model 1s offered as a stimulus to such efforts. 


CONCLUDING STATEMENT 


What then can we say about people as a factor in the design and operation of organizations? 
As we have continually emphasized, organizations are social instruments established and 
designed to perform a task. They are designed, continually redesigned, and operated to best 
accomplish their purposes under the conditions that prevail. One of the major prevailing 
conditions is the nature of the “social” part of that instrument. 

In the introductory remarks we began our investigation of the ways in which “people” 
constrain organizational design. There we examined some relevant characteristics that 
people bring into the organizational situation—characteristics that must be accounted for in 
design decisions. The three articles that followed then focused on values, motivation, and 
commitment. The intent of this concluding statement is to see what difference all this makes 
for organizational design. 


DESIGN RESPONSES TO THE HUMAN CONSTRAINT 


There are obviously many human characteristics that affect organizations’ abilities to 
accomplish their goals. They cannot afford to presume that their members leave all of these 
characteristics outside the door when they come to work. These many characteristics are 
major sources of complexity and uncertainty for organizations. As Thompson (1967), 
Merton (1957), Katz and Kahn (1966), and others have made clear, reducing this 
complexity and uncertainty is a fundamental organizational imperative.* In numerous ways, 
organizations attempt to reduce the variability, instability, and unpredictability of individual 
human acts. 

Generally organizations have been pretty successful at doing so. But the discussion up to 
now has emphasized that the human constraint is more complex, variable, and uncertain 
than has been generally assumed. Organizations can accommodate their members’ 
characteristics and behaviors in two broad ways: by changing the people in the organization 
or by modifying the organization. 

Given the need for more careful organizational response to its members, what are 
organization designers to do? Should they change their organization’s personnel or change 
the organization? Should they change the organization’s mix of employee abilities or try to 
change its members’ motivations? Should change efforts be focused on individuals, groups, 
or the whole organization (Reitz, 1977)? These questions are further confounded by 
changes in employees brought about by general societal changes, as well as by employees’ 
socialization into the values of the organization. Thus any favorable outcomes from a 
particular design change may be short-lived, as employees shift into new and unanticipated 
values, attitudes, and therefore behavior patterns. 

The remainder of this statement outlines several alternatives that organizations have for 


designs recognizing the nature of the human constraint. These alternatives are discussed 
under the following headings (see Table 6—4): 


* Remember that this is also a theme of this book’s Chapters 1 and 2. 
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TABLE 6-4 PEOPLE AND DESIGN VARIABLES AND ORGANIZATIONAL RESPONSES 


|. Employee ll. People-Related Design Ill. Organizational-Design IV. Organizational 
Characteristics Variables Responses Outcomes 
1. Biographical 1. Personnel systems 1. Change personnel 1. Effectiveness 
2. Work values and 2. Work groups a. Selection 2. Climate 
motivation 3. Feedback and reward b. Training /development 
3. Life and career systems c. Socialization 
stages 4. Task d. Performance reviews 
4. Commitment 5. Organizational and feedback 
5. Personality structure e. Contingent rewards 
variables 6. Physical settings f. Individualized reward 
a. Emotionality 7. Management systems systems 
b. Activation g. Life and career stage- 
c. Extroversion- specific assessment and 
Introversion development 
d. Locus of control 2. Change the organization 
e. Authoritarianism a. Modify goals 


b. Modify structure 
1.) Reduce need for information 
processing 
2.) Increase capacity to 
process information 
c. Modify technology and 
tasks 
1.) Job enrichment 
2.) Hours of work 
3.) Entrepreneurship 
4.) Flexible physical 
setting 
3. Change the interface 
between people and 
organizations 
a. OD 
b. Leadership 
c. Standing committees 
d. Institutionalized 
participation 
4. Individualized 
organizations 


1. Changing the people 

2. Changing the organization 

3. Changing the interface between people and organizations 
4. Individualizing organizations 


CHANGING THE PEOPLE 


When organizations (that is, their managers) recognize the importance and nature of the 
human factor, one of the broad alternatives for design actions is to try to control the nature 
of the human element. Different organizational structures require different types of people 
to function effectively (Davis and Lawrence, 1978; Tosi and Carroll, 1977; Ivancevich and 
Donnelly, 1975). Organizations attempt many approaches to this. The following is a 
summary and evaluation of many of them. 
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Personnel Selection 


One of the first options available to the organizational designer is to select personnel to fit the 
organization, rather than vice versa. The choice as to the fit of individuals with the 
organization can be made either by the individual or by the organization. 

If the person is to be able to make an adequate choice, he or she must be given accurate 
and complete information about the job and organization. Wanous (1975a, 1975b) has 
discussed how important the provision of adequate information through realistic job 
previews is to improving an organization’s overall selection procedure. 

Beyond this, organizations obviously can try to select, through recruiting and testing 
procedures, employees who will fit their needs. If this option is to work, though, selection 
procedures must meet these criteria: 


People must differ in meaningful ways. 

Valid data about the characteristics of people must exist or be able to be gathered. 
Valid descriptions of job requirements must exist. 

People who are suited for the open jobs must be recruited and apply. 

A large number of qualified applicants must apply. 

The selection criteria must be validated by correlating performance data with selection 
criteria (Lawler, 1974, 1976; Reitz, 1977). 
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When the “selecting in” process (by the individual) fails, organizations still have the 
option of “selecting out.” Forced turnover of employees, of course, gives organizations the 
final option for controlling the match between employee and employer. 

As Maier (1973), Korman (1977), and the article by Nadler and Lawler point out, 
though, there are several variables intervening between employees’ abilities— presuming 
they can be measured and matched to job requirements—and their job behaviors. Besides 
the legal necessities—such as demonstrating the relationship between a firm’s ability 
measurements and later employee performance levels—differences in experience, ability to 
learn, motivation levels, desired organizational outcomes, etc., confuse the picture. The 
complexity and interactions of these variables suggest that managers should look for ways to 
improve existing employee abilities through training and development. This is better than 
treating them as fixed, immutable properties that can be adequately identified at 
job-application tme and will from that time forward meet the needs of the organization. 


Training and Development 


Once individuals have been hired, the organization has numerous options for training and 
developing its employees to meet its requirements. Formal and informal training proce- 
dures, such as on-the-job training, coaching, and classroom presentations are frequently 
used for new employees in entry-level positions at lower levels of organizations. 
Higher-level employees, particularly managers, are developed with these techniques plus 
developmental job assignments, study groups, and counseling by superiors.! 


1. Job assignments are so important to the development of employees, particularly managers, that this issue will be 
explored fully in the section of this chapter on the interface between people and the organization. 
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Socialization 


Organizational members, of course, come to their jobs with relatively-well established work 
and occupational attitudes, depending on their degrees of former education and types of 
experiences (Etzioni, 1975). The training and development processes tend to be for the 
purposes of increasing job-related skills. But organizations also work at producing attitudes 
that meet organizational needs. As Perrow (1970) says, “. . . people’s attitudes are shaped 
at least as much by the organization in which they work as by their pre-existing attitudes.” 
Socialization is the name given to this process of the individual taking on the organization’s 
goals as his or her own (Barrett, 1970). 

Tosi and Carroll (1976) suggest that employees have one of the following orientations 
toward their work organizations: 


1. The organizationalist. This employee is highly committed to the place where he or she 
works, identifies with the system, and is highly satisfied with job requirements. This person 
is committed to the organization’s goals and 1s concerned about its success. Clearly this type 
of employee holds attitudes beneficial to the organization. Attempts to socialize employees 
are designed to create organizationalists. 


2. Externally oriented persons. For this group of employees, their jobs are acceptable but not 
a critical part of their lives. These employees are not psychologically involved with their 
work organizations. They may perform well, but their personal satisfactions and sources of 
meaning are sought and found outside their jobs and organizations. These employees are 
certain targets for organizational socialization attempts. 


3. The professional. These employees have both an external orientation and are committed 
to their jobs (and careers). Their self-concept may not be tied up with their organization, 
but it is with their jobs. The professional orientation is associated with high education, 
self-control (by standards of the profession and by highly developed standards of ethics and 
work behavior), long-term commitment to their occupations, recognized authority within 
specialized areas, and a desire for high autonomy (Pavalko, 1971; Blau and Scott, 1962; 
Wilson, 1966; Vollmer and Mills, 1966; and Filley, House, and Kerr, 1976). 

A growing number of today’s employees appear to have this kind of orientation. And 
their corresponding expectations may be hard to satisfy. But their professional commitment 
may make them more willing to leave when confronted with conflict by demands for 
organizational commitment (Filley, House, and Kerr, 1976). The reduction of this conflict 
is possible, though, through the provision of adequate autonomy, individual recognition, 
linkages with the outside professional community, collegial rather than bureaucratic 
authority and control systems, and challenging assignments that lead to organizational 
rewards, such as promotions (R. Hall, 1976; Filley, House, and Kerr, 1976). 

For the employees whom the organization can socialize, there appears to be a number of 
stages involved. And the organization must apparently vary its approaches according to the 
needs of the particular stage in which the employee is (Feldman, 1976, Presthus, 1965; 
Wanous, 1976, 1977). 


1. The first stage is one of “getting in.” Realistic job previews help the employee to decide 
to join an organization where attitude and expectation differences are minimized. Flexibility 
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in job assignments and consideration of the employee’s needs and desires also aid in his or her 
integration into the organization. 


2. The second stage involves the “breaking in” of the employee. Orientation and structured 
training programs, effective performance-feedback systems, and allowance for personaliz- 
ing of work tasks help build acceptance, competence, and accurate role perceptions. 


3. The “settling in” stage involves the employee with the resolution of conflict between 
work and outside life, as well as the resolution of conflicting work group demands. 
Counseling, flexibility, and mutual influence of and by co-workers aid in this final stage of 
socialization. 


When successfully socialized, the employee will have internalized work motivation and 
job involvement. To the extent that an organization can accomplish this, it is a result of 
obvious benefit to the organization. 


Reward and Feedback Systems 


One of the more powerful design tools available to managers 1s influence over the feedback 
systems of an organization. Defining for employees what the goals of the organization are, 
what behaviors are required to reach those goals, and which rewards are available (of course, 
ensuring that those rewards are desirable to the organization’s members) for putting forth 
those behaviors to reach those goals will go a long way toward “producing” the desired 
behaviors and thus achieving the goals (Hamner, 1977; Hamner and Hamner, 1976). Of 
course, self-feedback of performance levels, whenever possible, participation in the goal 
setting, face-to-face and problem-solving performance reviews, rewards contingent on goal 
achievement matched as closely as possible to individual employee needs and desires 
improve the efficacy of the overall reward and feedback systems (Carroll and Tosi, 1973). 


Assessment and Development of Life and Career Stages 


As was discussed in the section on individual differences, the stage of life and/or career in 
which an individual finds him- or herself influences highly the types of attitudes and needs 
that person has. Thus it makes sense for organizations to try to work within the constraints 
of this reality. 

The kinds of problems addressed not only vary with the life and career stage but also 
interact with organizational issues, such as whether the firm is stable or even contracting 
(Hall and Hall, 1976; Hall and Morgan, 1977). Obviously promotions and career 
development take on a different look in such situations compared with the growing 
organization. 

Turnover among recently hired employees, who often have high expectations for their 
new jobs, can be minimized through realistic job previews, challenging first jobs, enriched 
tasks, and demanding bosses (Berlew and Hall, 1966; Hall and Hall, 1976; Schein, 1964, 
1968). High potential employees must first be identified (assessment centers are effective 
tools for this task). Then they can be quickly developed through planned sequencing of 
developmental jobs (Hall and Hall, 1976; Jennings, 1971). 

The organization must integrate its career development activities with its personnel 
planning. This means meeting the equal employment opportunity needs of all employees— 
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majority and minority. It means planning and monitoring internal mobility and career paths. 
It means providing cross-functional moves, downward transfers, fallback positions, and 
organizational tenure in stable or contracting organizations. It also means the effective 
dissemination of career option information, career counseling as a part of the normal 
performance appraisal, support of educational training activities for all employees, job 
posting, career development workshops, flexible reward and promotion systems, and 
accommodation of shifting employee needs through sabbaticals, flexible working hours, and 
other off-work activities (Hall and Hall, 1976; Van Maanen and Schein, 1977). 

More specifically, Hall and Morgan (1977) outline a number of ways that organizations 
can match design actions to the specific stages in which employees find themselves. ‘Table 
6—5 summarizes the varying training needs for different career stages. And Table 6—6 
outlines organizational actions for facilitating overall career development. 


CHANGING THE ORGANIZATION 


If the differences in people can not be eliminated or controlled through the preceding types 
of personnel actions, the second set of choices open to organization designers concerns 
changes in the organization itself. If this becomes the direction in which an organization 
moves, Cherns (1977) suggests that the problems need to be dealt with as near to their point 
of origin as possible. This means that a wide repertoire of performance to achieve objectives 
should be allowed, the organization’s social support systems need to be consistent with the 
designed structure, and the ultimate focus probably needs to remain the quality of work life 
for the organization’s members. 


TABLE 6-5 TRAINING NEEDS WITHIN CAREER STAGES 


Stage Task Needs Emotional Needs 
Trial 1. Varied job activities 1. Make preliminary job choices 
2. Self-exploration 2. Settling down 
Establishment 1. Job challenge 1. Deal with rivalry and competition; face fail- 
advancement ures 
2. Develop competence in a specialty area 2. Deal with work-family conflicts 
3. Develop creativity and innovation 3. Support 
4. Rotate into new area after 3-5 years 4. Autonomy 
Mid-career 1. Technical updating 1. Express feelings about mid-life 
2. Develop skills in training and coaching 2. Reorganize thinking about self in relation to 
others (younger employees) work, family, community 
3. Rotation into new job requiring new skills 3. Reduce self-indulgence and competitive- 
ness 
4. Develop broader view of work and own role 
in organization 
Late career 1. Plan for retirement 1. Support and counseling to see one’s work 


as a platform for others 
2. Shift from power role to one of consultation 2. Develop sense of identity in extraorganiza- 
and guidance tional activities 
3. Identify and develop successors 
4. Begin activities outside the organization 


SOURCE: Douglas T. Hall and M. Morgan, ‘‘Career Development & Planning’’ in Contemporary Problems in Personnel. Copyright 1977 by 
St. Clair Press. Used by permission. 
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TABLE 6-6 ORGANIZATIONAL ACTIONS FOR 
FACILITATING CAREER DEVELOPMENT 


Entry: Changing Employee Inputs 
1. Better links between school and work 
2. Training students in job-related skills 
3. Realistic job previews in recruiting 
4. Better selection for person-job fit 


Development through the Job 
1. Challenging initial jobs 
2. Periodic job rotation 
3. Colleague stimulation 
4. Frequent feedback and performance review 
5. Rewarding good performance 


Changing the Boss's Role 


1. Make bosses career developers 
2. Train managers in job design and career planning 
3. Reward managers for employee development 


Changing Organizational Structures 


1. Matrix organization structures 
2. Accounting for human resources 
3. Career planning services 


Changing Personnel Policies 


. Rotation of managers through ‘‘people departments” 
. Life-long job rotation 

. Downward and lateral transfers 

Tenure 

Fallback positions for promoted employees 

Support for dual-career employees 
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SOURCE: From Careers in Organizations, by Douglas T. Hall, p. 57. Copyright © 
1976 by Goodyear Publishing Co. Reprinted by permission. 


Modification of Goals 


The first organizational design action suggested for responding to the human constraint is 
the modification of the organization’s goals. As discussed in Chapter 3, organizational goals 
reflect the collective objectives of an organization’s members. But when the members 
change, so often do their collective objectives. When this occurs, organizations can take a 
number of steps (Gamson, 1968; Khandwalla, 1977): 


1. Goal displacement and succession—the abandonment of old goals and the introduction of 
new ones 

2. The dissolution of no-longer needed parts of the organization 

. The modification of organizational procedures and rules 

4. The modification of informal norms and staff perspectives 


we 


Modification of Structure 


The second set of actions an organization can take to adapt to its human constraint is to 
modify its structure. In general the organization can reduce its need for processing 
information about the complex and volatile people input, or it can increase its capacity to 
process that information (Galbraith, 1974, 1977; Davis and Lawrence, 1978).? 


2. Recall the discussion in Chapter 2, especially the article by Galbraith. 
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To reduce the organization’s needs for processing this information, it can try to control its 
environment (by changing its people, as discussed above). It can also create slack resources 
to increase lead time and margin for error or create autonomous, self-contained tasks that 
have less reliance on external resources. This third strategy generally leads to an increased 
span of control, as well, with its flattened hierarchy, decreased specialization, and often 
decreased formalization and centralization (Brown, 1966; Gamson, 1968). 

To increase its capacity to process this information, the organization can invest in vertical 
information systems. This generally refers to computerized information systems for 
handling more of the routine chores and dull and repetitive tasks and thus allowing more 
opportunity and resources for innovation and planning, better feedback, and the upgrading 
of jobs—with more control at lower levels. Or the organization can work at creating more 
effective lateral relations. This involves more direct contact through mechanisms such as 
liaison roles, task forces, integrating roles, greater use of teams, managerial linking roles, and 
matrix structures. The greater the degree of complexity and volatility in the human 
element, the greater the need for an organization to adopt one or more of these strategies. 


Modification of Work Design 


As discussed in the section on individual differences, many of today’s employees seek greater 
satisfactions directly from the performance of their jobs. Thus, enriching the nature of an 
organization’s jobs is clearly an important design option for many situations. Chapter 7 deals 
with this design option, so only a brief summary is made here. 

For the employee who is high in need for achievement and desires autonomy and greater 
self-control on the job, an enriched task appears to increase internal work motivation and job 
involvement. Enriched tasks seem to have the following characteristics: 


1. The use of a wide variety of skills on the job 

2. A high degree of task identity (requiring the completion of a “whole” piece of work) 

3. A job that has a high level of significance (to the job holder, to the organization, to 
society ) 

4. A large amount of freedom and discretion in job procedures 

5. The capacity in the job itself for feedback about how effectively the job holder is 
performing (self-feedback) (Hackman and Lawler, 1971; Hackman et al., 1975) 


These job characteristics define the traditional provisions for an enriched task. In recent 
years, though, organizations have used many other, less traditional, approaches to the 
creation of autonomous, significant, and satisfying jobs. These have included the reinstitu- 
tion of older patterns of entrepreneurship through structures such as franchises, small 
research and development groups, and independent work teams (Brown, 1966). We have 
also seen increasing use of contracts, joint ventures, trade associations, and service firms—all 
of which often provide opportunities for enriched jobs. 

As discussed earlier, there 1s considerable argument over whether job enrichment is for 
everyone. The need for organizations to be flexible and to provide alternative work designs 
varies, depending on the diagnosed needs of the organization’s employees. Nevertheless, 
there is growing consensus among organizational theorists and practitioners that the 
characteristics as listed by Emery and Thorsrud (1969) are necessary for many, if not most, 
of today’s organizational members to experience meaning 1n their work: 
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1. Widened jobs 

2. Continuous learning 

3. Participation in decision making 

4. Social support 

5. Meaningful relation between one’s job and the outside world 
6. Desirable future 


Ideally, enriched tasks and meaningful jobs are designed to meet the needs of mature, 
self-actualizing employees. If not all of an organization’s members are of that type, 
traditional, authoritarian, low responsibility jobs are probably more appropriate and will 
produce better organizational results. 


CHANGING THE INTERFACE 
BETWEEN PEOPLE AND THE ORGANIZATION 


Organizations often make both formal and informal adjustments to pressures from their 
personnel. But they also work hard at system changes that structure the nature of the 
interaction between employees and the organization. Again this is only a short summary of 
these many strategies. 


Management Development Through Job Assignments 


If job moves are to be used for growth and development (and they can have a strong impact 
on overall development), care must be taken to use the career-planning process effectively 
(Berlew and Hall, 1966; Hall and Morgan, 1977; Jennings, 1971; and Van Maanen and 
Schein, 1977). The following steps are important (Hall and Morgan, 1977). 


1. Selection of a target job—with consideration of the individual’s career aspirations and 
values 
2. Identification of the skills and experiences necessary to reach the target job 
3. Identification of the necessary sequence of jobs to build the required skills and 
experiences: 
a. Select jobs that provide changes that are large enough to “stretch” the individual’s 
skills and abilities, yet small enough to be manageable. 
b. Consider lateral, developmental, cross-functional moves as well as promotions. 
c. Allow for sufficient time to master the job but not so long that the job becomes 
routine. 
d. Consider jobs that complement or supplement, not merely duplicate, previous 
experiences. 


e. Plan alternative moves or sequences (contingency plans), since it is unlikely that all 
the scheduled moves will take place as planned. 


Leadership Styles 


Leadership studies invariably conclude that leaders tend to be relationship- or task-oriented. 
Invariably, they also conclude that a heavy emphasis on both orientations is associated with 
leadership effectiveness. In line with the focus of this book and this chapter that there is 
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seldom, if ever, one best way, some authors have recently been focusing on the match of 
leadership style to the situation. Fiedler (1976) suggests the following: 


1. Relationship-motivated leaders tend to excel under conditions in which they have 
moderate influence and control. 

2. Task-oriented leaders tend to be most successful under conditions in which they exert a 
great deal of power and influence (the mechanistic, bureaucratic structure) or under the 
reverse conditions, in which they have little or no power or influence. 


Hersey and Blanchard (1977) have identified the maturity level of subordinates (in terms 
of their willingness and ability to set goals and accept responsibility for goal achievement) as 
the important element in the environment which determines the appropriate leadership 
style for the manager to use. Low maturity subordinates are appropriately “led” with 
autocratic, close supervision. On the other hand, a highly delegative, laissez-faire style is 
most appropriate for highly mature employees. 


Organizational Development 


A wide set of procedures and techniques have been developed to essentially open an 
organization’s work climate. This has been collectively labeled Organization Development 
(OD). Sensitivity training, team building, T-groups, action research, diagnosis and 
feedback, development of interpersonal skills, mirroring, etc., are all OD techniques and 
processes. The focus of OD has traditionally been the collective set of work values and 
attitudes evidenced by work groups and organizations in the way they work together, 
confront conflict, and cope with change. These procedures are all based on assumptions of 
the normal, actualizing, self-controlling nature of today’s employees. 


Management by Objectives 


_ The goal-oriented nature of employee motivation as well as organizations has been a major 
impetus to the increasing usage of Management by Objectives (MBO). This participative 
process of identifying managers’ operating and developmental objectives, and thus their 
performance levels, has traditionally been identified with procedures used by effective 
managers and organizations. 


Institutionalized Participation 


Since participation in organizational decision making has such pervasive influences on 
critical employee attitudes such as commitment and motivation, many organizations have 
developed ways to formalize participation. Worker-management committees, joint study 
groups, special collective bargaining groups, and many forms of worker management (such 
as the Scanlon Plan) have evolved to institutionalize the procedures for employee 
participation and thus to increase motivation, commitment, and goal-oriented performance. 


INDIVIDUALIZING ORGANIZATIONS 


This chapter has been suggesting that organizations can either try to change the nature of its 
employees so they will fit the organization or make internal changes to try to fit the 
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organization to its employees. Lawler (1974, 1976) suggests that there isn’t much evidence 
to indicate that organizations adapt very well to either strategy. And even if they are 
temporarily successful, changes occur so rapidly that the adaptations are by necessity 
short-lived. The option that is left is to “individualize” the organization, as was shown in the 
article by Nadler and Lawler. 

Basically this is the option being argued for throughout this chapter. Since employees 
differ in as many ways as they do, it makes sense to try to make the organization as flexible as 
possible. The more options available to the organization and the more easily these are 
matched to employee differences, the more likely the organization is to be able to adapt 
effectively to its environment with an internally acceptable organizational climate. 

The following implications are suggested for managers who want to individualize their 
organizations: 


Determine what kinds of behavior the organization desires 

Figure out what outcomes each employee values 

Make sure the desired behavior is achievable 

Link the desired outcomes to the desired performances 

Analyze the total situation to eliminate conflicting expectancies (e.g., between group 
norms and organizational requirements) 

6. Make sure that the outcomes offered are large enough to motivate significant behavior 
7. Check the system for equity 
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If managers in the organization can and will do these things, the pay and reward systems, 
tasks, and group structures can then be designed to meet the many individual differences 
faced by the organization. “Only by treating individuals differently is it possible to get them 
to behave in the same way” (Lawler, 1976: 202). 


SUMMARY AND CONCLUSION 


This chapter has been concerned with people, as they relate to issues of organization design. 
We opened the discussion by elaborating the following point: organizations do not hire just 
part of a person. That is, they do not just hire an individual’s mechanical skills or 
decision-making abilities. They get a whole person—ethnic and family background, level 
and type of education, political views, culture or lack of it, self-concept, feelings about 
family, and all the rest. 

In the first article, the author and Becker discussed the probable and potential impacts of 
one additional human variable, people’s values. They suggested that little is known about the 
relations between employees’ values and organizational properties. By outlining a number of 
important questions about the impact of values on organizational contexts, processes, and 
managerial actions (and vice versa), they made it clear that this is a variable that needs much 
greater attention. 

Employees see themselves as unique individuals. And as Nadler and Lawler indicated in 
their article, they are. Different people have different needs, desires, and goals. Further, they 
make decisions about how to act at work based on their expectations that certain behavior 
will lead to the receipt of outcomes that will satisfy their particular needs, desires, and goals. 
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On the other hand, organizations see people more as resources—replaceable, trainable, 
usable for many different purposes. The major human problem for organizations lies at that 
interface between employees as humans and employees as resources. This is a particularly 
critical question as people become less willing to accept roles as merely resources. Nadler 
and Lawler suggested, therefore, that organizations need to try to match the rewards their 
members want to the behaviors the organizations desire. In this way, both individual and 
organizational needs can be satisfied. In the third article, Steers identified the variables that 
seem to relate to employees’ degrees of identification with and involvement in their 
organizations. Enriched tasks, educated and achievement-oriented employees, and personal 
importance with supportive work groups help improve the level of employee commitment. 
Even so, commitment does not always seem to relate to job performance, whereas it does 
seem to improve retention and job attendance. 

In short, organizations have traditionally been designed to deal primarily with the skills 
and abilities of employees—not the whole person. This chapter has emphasized that 
organizations must deal with all parts of their employees—their memories, motivations, 
expectations, aspirations, attitudes, and feelings—all of which insist on coming to work with 
them. 

The emerging dilemma, then, as organizations try to meet both their own effectiveness 
needs and the diverse needs of their members, is one of traditional efficiency versus human 
needs. As general economic growth has subsided in the 1970s, organizations are putting 
increasing emphasis on efficiency. At the same trme, however, society and employees are 
moving toward greater mutual acceptance and attention to individual needs. The resolution 
of this dilemma is obviously a complex affair. Sull—the abatement of growth not 
withstanding—the requirement for organization designs incorporating the human charac- 
teristics discussed in this chapter is probably the compelling imperative. Indeed, “it may well 
be a matter of practical necessity for managers who are interested in organizational survival 
in a turbulent society” (Viola, 1977: 162—63). 


This chapter concludes the discussion of design constraints. In this section we have 
explored the question, “what affects or constrains designers’ options in forming organization 
designs?” The answer was: environment, technology, and people. We move now to the 
next logical question: “What is it that designers design?” In the next section, Chapters 7 
through 10, we examine four design variables: work design, organizational control, decision 
processes, and organization structure. 


Questions for Review 


1. What distinctions do Connor and Becker make between: 
a. values 
b. attitudes 
c. behavior 

2. Outline three hypotheses put forward to illustrate that there are stable relationships 
between the values of organizational members and components of organizational 
context. 
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Outline four specific hypotheses relating to values and managerial action. 


_ When Connor and Becker address the issue of values and organizational performance, 


what do they mean by the following terms: 
a. efficiency c. quality of work environment 
b. quality of output d. responsiveness 


. Nadler and Lawler describe some basic assumptions of the new expectancy theory of 


motivation. Briefly describe two of these assumptions and what they have to offer to a 
view of motivation. 

What are the major implications of the expectancy-theory model for the individual 
manager with a group of people working for him or her? 


. What are the main differences between the implications of expectancy theory for 


individual managers and its implications for organizations? 


. What are the major conclusions Steers derives from the organizational commitment 


study outlined in his article, “Antecedents and Outcomes of Organizational 
Commitment’? 


. What are the main alternatives that organizations have for developing designs that 


recognize human factors? 

What are the main career stages in a working individual’s life? What task needs 
characterize each of these stages? What emotional needs characterize each of these 
stages? 

Describe three ways that career development may be facilitated through an indi- 
vidual’s job. 

How may personnel policies be changed to facilitate career development? 


Questions for Discussion 


. Cooper and Payne maintain that introverts may well be more conditionable than 


extroverts. What do you understand by the terms conditionable, introvert, and extrovert? 
Do your definitions agree with Cooper and Payne’s? From where did you derive your 
definitions? Using one of these sets of definitions, how would you classify yourself? 
Using a past or present work or school environment in which you have participated, 
evaluate Cooper and Payne’s hypothesis. 

Is there a place for authoritarianism in modern organizations? If so, why, when, 
where, and how? If not, why not? Define what you mean by authoritarianism. 
Compare your own experiences of authoritarian and nonauthoritarian managers/ 


supervisors/instructors; list positive and negative points for each style wherever 
possible. 


- To what characteristics would you as a supervisor pay most attention in hiring a 


potential subordinate?) Why would you pay special attention to these particular 
characteristics? Are these the characteristics on which you would like to be evaluated 
yourself? If not, why not? 

How would you define human motivation? Do you think that motivation in an organi- 


zational setting differs in quantity or quality from motivation in nonorganizational 
settings? Where possible, draw from your own experiences. 
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. List three values that you perceive as being important to you. Then list three specific 


attitudes that arise from these particular values. How are these values and attitudes 
manifested in your everyday behavior? 


. Choose one attitude you have had toward people (for instance, at school) that has 


changed in the last year. Has this change in your attitude reflected itself in your 
behavior? Lf so, how? 

Churchman has argued that the “ideal setting for the study of human values is the 
organization.” What do you think is the “ideal setting” for such a study? Do you think 
there can be an ideal setting? What factors would you require for an ideal setting? 


. Connor and Becker ask how worker values relate to output quality. Can you think 


of some ways in which these might be related and why they might be related? If 
you do not believe that there might be any relation between worker values and 
output quality, outline your reasons. 


. Write two short career biographies about two people you know. Choose one whose 


career fits the task-needs sequence outlined in Table 6-4, and one whose career you 
don’t think fits this sequence. In what ways do their personalities differ? How do you 
personally account for these differences in their careers? 

The summary states that “organizations do not hire just part of a person.” Do you 
think it is advisable for organizations to hire “the whole person’? Explain. 


CASES FOR DISCUSSION 


CASE: STATE DRUG COUNCIL 


PART | 

The State Drug Council had to review, as one of its charges, a variety of proposals dealing 
with drug abuse in the state. Proposals and programs which the Council might be asked to 
review included requests for funding on such topics as drug treatment effectiveness, 
statewide educational programs, level and extent of drug abuse within the state, factors 
which lead to drug abuse, evaluation of various educational efforts, evaluation and study of 
law enforcement efforts, support for new treatment facilities, etc. The head of the Drug 
Council, who readily admitted limited knowledge on the subject, decided to recruit a variety 
of professionals from the state to provide valid assessment of the proposals submitted. 

Several professionals concerned with drug abuse were contacted by the head of the Drug 
Council and asked to come to a meeting at the capital city headquarters. At the first meeting 
people involved in drug treatment, law enforcement, drug-related research, and educators 
from all parts of the state were present. The head of the Drug Council chaired this meeting, 
which included twenty-two professionals, and after calling the meeting to order told the 
group he did not want to impose any of his ideas on the group about how it might organize. 
He was sensitive to the fact that the people involved were donating their time and felt he 
would let the group decide. 

After a few minutes, the meeting degenerated into several people talking at once, each 
proposing a different approach. The law enforcement people knew each other even though 
they were from different parts of the state and felt they should form a separate committee. 
The research methodology people felt it would be difficult to meet regularly as a separate 
committee because they came from different parts of the state and driving to the capital city 
took at least one hour each way. The educators, coming from different universities, 
expressed concern over driving time, while the psychologists and psychiatrists involved in 
treatment just wanted to be sure that adequate funds went into effective treatment programs. 
The first meeting was terminated with little resolved except that a second meeting time was 
set up. 

At the second meeting the group continued to flounder as more and more individuals 
became frustrated and threatened to be absent from such future meetings. At the third 
meeting the group demanded that the head of the Drug Council provide some direction. He 
told the group that he had some proposals for them to consider and suggested that they 
begin by looking at the proposal he had sent to them prior to the meeting, concerning a new 
treatment clinic. The people involved in treatment suggested they go off by themselves and 
review the proposal since this was their bailiwick. As the discussion continued, a police chief 
stated that he perceived real problems with law enforcement officials accepting free and 
private clinics. He felt that police would see them merely as ‘‘crash pads."’ The educators 
expressed concern over having the funding sufficient enough to provide adequate publicity 
in local schools. The research methodology people attacked the lack of effective assessment 
measures in the proposal and proposed it be sent back for revision. The meeting continued 
with accusations of “‘grandstanding”’ and several people departed early. Most people left 
this meeting angry and frustrated, and several members told the head of the Drug Council 


Source: John F. Veiga and John N. Yanouzas (eds.), The Dynamics of Organization Theory (St. Paul: West Publishing 
Company, 1979), pp. 235—40. This case was written by John F. Veiga and it represents a real situation. All names and 
places have been disguised. Reproduced by permission from The Dynamics of Organization Theory by Veiga and 
Yanouzas, Copyright © 1979, West Publishing Company. All rights reserved. 

The information contained herein has been collected for the sole purpose of providing material for discussion, not to 
demonstrate correct or incorrect handling of managerial or organizational situations. 
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that something had to be done or they would not be returning. Prior to the next meeting, the 
head of the Drug Council sent out a memo detailing what he believed to be the objectives of 
the group and how he hoped to deal with the problems they had proposed (see Exhibit 1). 


To: Members of Drug Council Advisory Board 
From: Head of Drug Council 
Subject: Council Objectives 


The objective of the Advisory Board, as | see it, is to provide recommendations to the 
State Drug Council concerning various proposals involved with drug abuse. As | see it, 
some proposals may require specific expertise for evaluation such as those that deal 
with education. On-the other hand, as we discovered last week, most proposals seem 
to overlap all of our areas of expertise to some extent, and effective recommendations 
require several inputs. Therefore, it is imperative for all of you to contribute your ideas. 


| have asked a management consultant to attend our next meeting and to propose to 
us how we might organize ourselves. |’d appreciate it if everyone would come and 
cooperate with her. 


EXHIBIT 1 State Memo 


Questions 


. As aconsultant to the head of the Drug Council, what organizational structure would you 


propose? What problems can you anticipate with your proposal? 


. What other questions would you like to ask the Advisory Board members and/or the head 


of the Drug Council? Why? 


PART Il 


After the consultant attended the next meeting of the board, she requested a list of the board 
members, their areas of expertise, and their geographic locations, shown on page 242. 


In addition, after discussing the Board’s objectives and past performance with the head of 


the Drug Council, she met privately with several members and listened to their complaints. 
The following represents the data she gathered: 


—s 


Complaint List 


. ‘Aone hour drive each way to a meeting is too much, given the amount of time we waste 


at the meeting.” 


. “You can’t do a damn thing with 22 people all talking at once.”’ 
. “Some of the proposals could really benefit from the people in my area (Treatment) 


getting together separately.”’ 


. “Some of these people don’t realize the value of sharing ideas with professionals outside 


of their own area. They act as if they have the only answer.” 


Questions 


. Based on the above information, how would you reorganize the Advisory Board? Why? 
. Do you still need additional information? If so, what? 
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BOARD MEMBER LIST 


Geographic 
Member Area of Expertise Location* 

1. A. Alfred Research Methodology Central 

2. T. Brougham Law Enforcement Northeast 

3. N. Brown Treatment Central 

4. R. J. Crousee Research Methodology Northeast 

5. J. F. Donley Treatment Southern 

6. P. W. Everett Education Central 

7. J. Francis Treatment Northeast 

8. T. French Research Methodology Southern 

9. S. Gant Education Southern 
10. N. Hughes Research Methodology Southern 
11. J. L. Hughes Research Methodology Central 
12. S. Islay Treatment Central 
13. G. Jones Treatment Northeast 
14. H. Kronsel Research Methodology Northeast 
15. M. Listro Law Enforcement Central 
16. R. Nunes Research Methodology Southern 
17. L. M. Lacey Treatment Southern 
18. G. Turner Research Methodology Northeast 
19. P. Vail Treatment Northeast 
20. W. Walters Education Northeast 
21. J. Verna Law Enforcement Southern 
22. S. Yates Research Methodology Central 


*Grouped by general location within the state. 


PART III 
Based on the data gathered, the consultant advised the head of the Drug Council to organize 
the Advisory Board into a matrix organization. Functional specialities and geographic area 
were used to form task forces. (Your instructor will provide you with a drawing of the final 
organization chart.) 

According to the design, task forces were set up by geographic location to reduce travel 
time for each board member. Task forces could then meet near their own state locations. The 
task force leaders rotated within their teams depending upon the nature of the proposal 
being evaluated. The functional coordinators (FC) were members of different task forces. 
These people had the responsibility of meeting regularly with the head of the Drug Council to 
review the proposals to be examined. After this group reviewed the proposals, one of the task 
forces would be assigned the evaluation task depending upon current work load with results 
fed back to the head of the Drug Council through the Functional Coordinators. When a 
proposal involved just one specialized area, a meeting of all members with that special 
expertise could be called and they could then make a recommendation. This proposal went 
into operation immediately after it was presented to the entire group. 


Questions 


1. Do you think the consultant made a wise recommendation? Why or why not? 
2. Do you see any problems for the new organization? If so, what? 


CASE: PEOPLE PROBLEMS AT HEALERS HOSPITAL 


Michael Flaherty is director of nursing at Healers Hospital. He is talking about problems of 
staffing and training in the hospital, especially as related to the care of aged patients. 
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‘The primary goal of this hospital is to provide care for the acutely ill and the injured—not 
of providing care for ill or injured young people or old people. There is no differentiation as to 
the types of people we care for other than between the ill and the injured. The idea is that our 
purpose is to care for acute problems, as opposed to chronic illnesses. In this context, the 
fact that some of our patients are aged, some are chronically ill, and some are both aged and 
chronically ill—in addition to the acute problem that brought them here—is not reflected in 
our organization structure. 

We have a medical department, an obstetrical department, a surgical department, a 
pediatric department, and an outpatient department as major divisions. We do not have a 
geriatric department. The patients are segregated by the general type of problem they have, 
rather than by age group (except that children are placed in pediatrics). 

“Where staff training is concerned, the fact that some of our patients are aged—or more 
specifically, have one or more of the chronic conditions generally associated with aging, in 
addition to the ailment or injury that brought them here—does constitute a problem. The 
problem is actually twofold. One is the technique problem, in which we are concerned with 
the physical differences related to aging as they affect the acute problem. 

“The second training problem is one of attitude. For instance, our nursing personnel are 
not exposed to a great number of cases of senility. It is difficult for them to accept the fact that 
although these patients are adults, their behavior is sometimes more like that of small 
children, and they can’t be expected to carry out instructions or remember to use the call 
button when they need assistance. So when one of them wets or dirties the bed, the 
tendency is to think of the patient as a ‘‘dirty old man,”’ or ‘‘dirty old woman,’ or someone 
who has done it deliberately —either to aggravate the staff or to make more work for them. 

“Many of our people get very impatient with some of the older patients because they are 
slow and require more time to heal and, consequently, stay longer, or because they require 
more physical care and assistance, such as care of their dentures and support in walking 
and having to be lifted in and out of bed, or because they are irritable or have unpleasant 
dispositions or complain a lot, or because they just ‘don’t smell good.’ Some of the 
complaints regarding aged patients are real, but it may be the result of medications they are 
already taking interacting with medications for the current illness. Or maybe it’s because of 
removing some medication they usually need and have, so it won’t interact with current 
medications. Also, some of the people just don’t like to touch old people. 

“This attitude problem is not insoluble, so far as the professional staff is concerned, 
because they are with us for an extended period and we have time to work with them and 
derive some benefit from the training. Our nurses’ aides and orderlies, however, are a much 
more difficult problem. The turnover rate is quite high. Most of them don’t stay with us more 
than a year. And many stay just a few months. It’s a continual job, just trying to maintain the 
minimum level of competence—and an almost impossible job to get above that level. We 
have to rely mostly on the nurses supervising these people to take care of these attitude and 
behavioral problems as they become manifest.” 


Questions 


1. How would you describe the people (employees) Mr. Flaherty is discussing? Use the 
kinds of descriptors presented in Chapter 6. 

2. How should the differences among the professional and non-professional staff affect Mr. 
Flaherty’s supervision of them? 

3. Design a program of action for Mr. Flaherty to alleviate the problems raised by these 
differences. 


SECTION FOUR 


Design Variable: 


INTRODUCTION TO SECTION FOUR 


What is it that designers design? The answer to this question is as complex as the 
organization itself. As we mentioned in the beginning of the book, organization designers are 
faced with an almost overwhelming variety of factors, properties, characteristics, forces, and 
processes that they must mold into a relatively coherent combination—coherent, that is, in 
terms of meeting goals, given the constraints under which the organization must operate. 

Viewing the organization as an open system enables us to identify some specific variables 
with which designers can work. Resources flowing into the organization require that work be 
designed so as to transform them into output goods and services. Further, that work needs to 
be controlled; different organizational /managerial circumstances call for different control- 
system designs. Third, the general process by which resources and activities are allocated is 
called decision making. Thus different decision processes must be designed to accomplish 
organizational goals under various conditions. Finally, all of these factors, processes, and so 
forth take place within the framework of the organizational structure; structural design 
therefore provides the formal configuration for the organization. 

Each of these design variables is treated in the next four chapters: 


Chapter 7: Work Design 

Chapter 8: Organizational Control 
Chapter 9: Decision Processes 
Chapter 10: Organizational Structure 
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Work Design 


INTRODUCTORY REMARKS 


This chapter begins the discussion of those organizational features, properties, characteris- 
tics—in short, variables—that comprise the object of design efforts. As we mentioned in 
Chapter 2, the view that organizations are open systems underlies our focus on these design 
variables. Taking this view, we see that the essence of organizational functioning is the 
transformation of inputs into outputs. Thus we begin our examination of design variables by 
focusing on work. It is the design of work that sets the stage—that provides the 
framework —for the flow of resources and activities through the organization. 


ORGANIZATION 
PURPOSE 


Organizational goals ORGANIZATIONAL DESIGN DESIGN 
VARIABLES OUTCOMES 


Work design 
Organizational control 


a Condition 
——$—————— 


Producing 


Organizational climate 
I 


Decision processes 
Organization structure 


Organizational effectiveness 


CONSTRAINTS 


Environment 


Technology 
People 
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WORK DESIGN: PAST AND PRESENT 


What we know (or think we know) about effective work design today depends, of course, 
on what we thought we knew yesterday. Therefore, let us consider the development of this 
knowledge. 


Past 


Since the design of work is fundamental to organizing, it is perhaps surprising that it has 
received so little attention by managers and scholars over the years. Pierce and Dunham 
report in this chapter’s first reading that work design has for a long time been treated as a 
simple, straightforward task. The belief was that a short-cycle, simple job can be quickly 
learned, done by someone with low skill, easily controlled by superiors, and results in high 
productiveness. This belief, in fact, is still widely held today. A legacy of early industrial 
engineering is that there is a “one best way” to design any job, and that way should use 
criteria of standardization, routinization, and an extreme division of labor. That legacy is one 
of contemporary management’s major myths. It certainly is a simplistic way of thinking 
about work design—ignore everything but the tasks themselves, assume workers are docile 
and dumb, and forget about the context altogether. 

The recent history of work design has taken the situation just sketched and begun to show 
that it is not all that simple. The two articles in this chapter admirably make the point. In the 
chapter’s first article, Pierce and Dunham describe the situation that early researchers 
initially attempted to verify: worker responses are directly related to work design. 
Diagramatically, 


Work design— Worker responses 


Pierce and Dunham’s review notes that this traditional work-design model is simplistic and 
inaccurate. Instead, there are many factors that apparently moderate the relationship 
between work design and worker response. Figure 7—1 illustrates the much more 
complicated and much less certain situation that exists at the present. 
This chapter’s second article, by Professor Hackman, also eloquently identifies the earlier 
naiveté regarding the supposed direct relationship between work design and worker 
response. Hackman differentiates work design into several dimensions (which he terms core 
job dimensions). Workers’ psychological and behavioral responses are then differentiated, as 
well as the person’s subjective internal state that translates work design dimensions into 
these response outcomes. The worker is no longer a simple response organism. On the 
contrary, several individual differences and other worker-related moderators mentioned by 
Pierce and Dunham affect the perception of, and experience with, aspects of work design. 
This all reinforces, of course, our discussion of the “human constraint” in Chapter 6. In 
addition, Hackman offers another obvious complication for our thinking about work design: 


the work design of teams. The subject of work design has indeed become rather 
complicated! 


Present 


Work design as discussed in this chapter’s two articles substantially elaborates the traditional 
relationship between work design and worker responses. Let us attempt to capture this 
elaboration by combining Figure 7—1, which summarizes the Pierce and Dunham review, 
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Individual Differences: 


Area of youth socialization 
Work values and work ethic 
Education 

Authoritarianism 

Need strength 

Gender 


etc. 


Work Design Worker Responses 


Nonindividual Moderators: 


Community type 

Plant size 

Employee seniority 
Worker status 
Occupational level 
Functional specialization 
etc. 


Figure 7-1. Moderating factors on the work-design/worker response relationship 
(following Pierce and Dunhan, 1976) 


with the job characteristics model of work motivation of Hackman. This combined 
treatment is shown in Figure 7-2. 

This combined model begins as did the traditional one with work design (1), that is, the 
job as defined and specified by someone other than the job incumbent, typically 
management. What constitutes a job description, however, is seldom what a worker 
perceives, and the inclusion in this model of core job dimensions (2) reminds us of the 
. characteristics of jobs that workers take to be meaningful to them. Workers are clearly not 
an undifferenuated class of persons, as the individual (3) and nonindividual (4) differences 
indicate. The degree to which workers perceive and attribute meaning to the core job 


3. Individual 6. Personal outcomes 
differences ae 
1. Work design ——» 2. Core job ———»_ 5. Critical psychological 
dimensions states 
4. Nonindividual fs 7. Work outcomes 


differences 


The management- Meaningful job Response Translation Subjective Objective 

specified job characteristic moderators processes responses: responses: 
perceived by within the nonobservable observable 
workers worker directly 


Figure 7-2. Summary work design—work motivation model combining Pierce and Dunham 
(1976) and Hackman (1977) 
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dimensions reflects who they are as persons and their social-cultural positions and 
backgrounds. The model next illustrates that the perceived core job dimensions are 
moderated by worker differences. The result is three critical psychological states (5) in the 
worker. These states enable the “translation” of perceived/experienced job characteristics 
into response outcomes, of which there are two types (6) and (7). One response outcome is 
personal (6), in the sense that it is the worker’s subjective feelings and thoughts about the 
work—his or her satisfaction with it, motivation to accomplish it, and desire to do quality 
work or not. The other response outcome is a work (7) one; that is, there are observably 
objective results in terms of amount of work produced, its quality, its timeliness, and so on. 


Summary 


The historical evolution of work design has essentially been a story of an ever elaborating 
way of thinking about it. This has, however, resulted in an interesting mental difficulty: the 
simplistic and naive earlier way of thinking often left managers with a confident sense of 
knowing what was what and why. Yet it also led to inaccurate managerial practices and 
inappropriate organizational designs. Today, in contrast, the empirical evidence available 
assures us that the topic is a complex one, and at the same time convinces us that we have 
much to learn so that we can design work in ways that appropriately reflect organizational 
purposes and constraints and combine with other design variables so as to lead to desired 
organizational outcomes. Table 7—1 summarizes the main themes in the historical 
development of work design. 


The Readings 


The chapter’s first selection is a recent review of work design by Pierce and Dunham, 
“Task Design: A Literature Review.” In their article, the authors identify a number of 
individual and organizational characteristics that affect the ability of task design to produce 
predictable worker behavior. Values, needs, education, community, organizational size, 
seniority, occupation—these are but a few such characteristics. Basically, as we mentioned, 
Pierce and Dunham’s review leads them to conclude that a direct cause-and-effect 
relationship between work design and worker behavior is too simplistic. In fact, a host of 
factors moderates, or affects, that relationship. 

In the second article, “Designing Work for Individuals and for Groups,” J. Richard 
Hackman provides a way of understanding why many people respond positively to 
“enriched” work. But Hackman continues Pierce and Dunham’s theme, pointing out that 
workers are not simple response organisms. Rather, work design consists of several core job 
dimensions, whereas worker responses are based on several critical psychological states. The 
interaction between core job dimensions and these psychological states produces a complex 


TABLE 7-1 HISTORICAL THEMES IN THE CONSIDERATION OF WORK DESIGN 


From an Early Focus on: To a Contemporary Focus on: 

Job simplification Increasing job scope 

Single jobs Multiple, related jobs 

Job components only Human and contextual factors too 

Managerially designated job features Perceived and subjectively experienced features as well 


Productivity responses Several types of personal and work outcomes 
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result, involving both personal and work outcomes. The author provides some specific 
guidelines for designing work for individuals and for teams. His discussion includes some 
diagnostic hints as well as some cautionary advice. 


Conclusion 


In essence, this chapter is concerned with the following questions: 


1. What do we mean by “work design’’? 

2. What is involved—that is, what are the dimensions—in work design? 
3. What factors affect the effectiveness of work design? 

4. What outcomes result? 


TASK DESIGN: A LITERATURE REVIEW 


JON L. PIERCE 
RANDALL B. DUNHAM 


Summary: 


The post-Hulin and Blood task design literature is reviewed, and several observations are made: Individual differences 
(especially growth need strength) and organization variables moderate; affective responses (especially satisfaction with 
work) are most predictable; objective measures are needed; dimensionality is variable; optimal combinatory models are 
not widely accepted; and methodological problems are widespread. 


Although the history of task design can be traced to the 
book of Exodus, the recent focus on task simplification 
can be attributed to Smith (1776), Babbage (1835), 
Taylor (1911), and Fayol (1916), who discussed 
improvements in the productive powers of labor 
derived from the division of labor. During the past 
three centuries, the forces for task simplification arose 
out of increasing industrial complexities, goals directed 
toward greater productivity and efficiency, and a 
concern for control and standardization of work in 
organizations. The perceived utility of task simplifica- 
tion was based on experiences of increased labor 
effectiveness, lower production costs, and greater pre- 
dictability of system performance. 

Tasks designed solely in accord with the prescrip- 
tions of classical management theory and industrial 
engineering may lead to dysfunctional outcomes for 
both the organization and the individual worker. 
Scholars of organization behavior have suggested that 
simplified, low skill level, short-cycle jobs have led to 
low motivation, job dissatisfaction, low productivity, 
and other disruptive behaviors (Argyris, 1957; Herz- 
berg et al., 1959; McGregor, 1960). 

In hopes of reducing problems attributed to the task 
design of jobs emerging from the prescriptions of 
scientific management, practitioners and scholars have 
focused on job enlargement-job enrichment programs. 
This relatively new organizational phenomenon is 
embedded in the belief that enlargement and/or en- 
richment of task design will enhance the affective, 
behavioral, and motivational potential of jobs. 


Since the early experiments with job enlargement at 
IBM in 1943 (Walker, 1950), task design has been 
experimented with by hundreds of organizations in the 
United States. For example, Ford (Ford, 1973; 1969) 
reports that a large number of “successful” job enrich- 
ment experiments conducted at AT&T led to in- 
creased employee motivation, efficiency and produc- 
uvity, and reduced turnover. In addition, task design 
has become a major element in the industrial democ- 
racy movement in many Western European countries 
(Herzberg, 1974). 

In this review, the term “expanded task design” will 
be used as a description which encompasses job en- 
largement and/or job enrichment (i.e., complex tasks). 
In the past, the terms “enlargement” and “enrich- 
ment” have been used interchangeably at some times 
and differentially at other umes. Lawler (1969) has 
stated that horizontal enlargement increases the 
number and variety of operations that an individual 
performs on the job, while vertical enlargement 
(enrichment) increases the degree to which the job 
holder controls the planning and execution of the job 
and participates in the setting of organization policy. 
These terms have often been confused in the literature. 
Hopefully use of a single term “task design,” to include 
horizontal and vertical design, and task redesign, will 
help to integrate the literature. 

In this review, research on worker responses to task 
design will be placed into one of three major categories: 
a. studies which tested for main effects of task design on 
worker affective, motivational, and behavioral re- 


Abridged from Jon L. Pierce and Randall B. Dunham, “Task Design: A Literature Review,” Academy of Management Review, vol.1 


(October 1976), pp. 83-97. Reprinted by permission. 
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sponses; b. studies which tested for interactions be- 
tween task design and individual differences; and c. 
studies which tested for interaction between task 
design and other, non-individual variables (e.g., orga- 
nizational characteristics). The fourth major section of 
this review considers research concerned with mea- 
surement of the task design construct, dimensionality, 
and models for combining task design elements.* 


MAIN EFFECTS 


The main effect investigations reviewed (with a single 
exception) were based on cross-sectional data. Causal- 
ity running from task design to employee responses is 
implied even though it stands as a relatively untested 
assumption. The issue of assumed causality is not the 
only problem characterizing the research. For exam- 
ple, failure to measure task design and reliance on the 
perception of a limited number of job occupants to 
describe task characteristics were identified. Both pro- 
cedures run counter to the philosophy underlying the 
use of perceived task dimensions in the assessment of 
employee responses. 

The experimental studies employed a minimum in 
terms of desirable research design. Many of the 
redesign efforts were complex in nature; consequently, 
it is difficult to discern which employee responses are 
attributable to task redesign per se, as contrasted with 
various Hawthorne effects. 

The evidence emerging for the main effects investi- 
gations suggests that task designs are more frequently 
associated with positive affective, behavioral, and mo- 
tivational responses than are narrowly defined tasks. 
Two of seven survey research investigations suggest 
that increases in task variety are not necessarily 
associated with increases in satisfaction and motivation. 
Affective and motivational responses appear to be more 
strongly related to task design than are behavioral 
responses. Satisfaction with work is more strongly 


*Editor’s note: This discussion contains only the authors’ conclu- 
sions regarding the various categories. For details of the specific 
research studies reviewed, the reader is referred to Pierce and 
Dunham’s original article. The authors’ final discussion sections are 
reproduced here in their entirety. 
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related to task design than are other affective, behav- 
ioral, or motivational variables. 

In the task design manipulation studies, somewhat 
greater attention was directed toward behavioral out- 
comes than was the case in the survey investigations. In 
all but one of the investigations reviewed, evidence 
suggests improvements in work related behavior asso- 
ciated with expanded task design. 


INTERACTIONS WITH INDIVIDUAL 
DIFFERENCES 


The individual studies which tested for individual 
moderators of the task design-response relationships 
often produced ambiguous results; but careful exami- 
nation of these studies as a group reveals a pattern. 
Conflicting results occurred most often in studies 
which attempted to index individual differences 
through sociological level classifications. These studies 
differed in many ways including their technique for 
classifying workers into groups which would or would 
not be expected to respond favorably to expanded task 
design. The authors argue that the ambiguities ob- 
served are to be expected, given the various methods 
and multiple assumptions employed. The major value 
of these sociological level studies was that they stimu- 
lated further research which ted to the direct assess- 
ment of personality and psychologically based individ- 
ual differences. 

In later research, individual differences were assessed 
directly at the individual level rather than through 
inference from sociological classifications. These indi- 
vidual differences were typically operationalized in 
terms of work values, Protestant Work Ethic, higher 
order need strength, or growth need strength. The 
various individual differences measures appear to index 
the degree to which workers desire and value intrinsic 
outcomes derived from expanded task design. There- 
fore, some workers (e.g., those with strong higher 
order need strength) respond more favorably to ex- 
panded task design than do others. 

Research on nonindividual moderators of task 
design-response relationships should be recognized as 
exploratory at this point. There is sufficient evidence 
available to suggest that nontask environmental factors 
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will influence task design-response relationships. But 
there is insufficient evidence to isolate which of these 
environmental variables are the most important mod- 
erators, or to identify the process by which these 
observed moderating effects occur. 

The evidence is consistent in showing that additive 
models always meet or exceed the effectiveness of 
multiplicative models for combining task design ele- 
ments. The dimensionality of perceived task design 
varies greatly across samples, but appears to be multi- 
dimensional in nature. 


STATE-OF-THE-ART 


Most studies of task design-response relationships have 
categorized task design in one of two ways. Often the 
design of tasks is discussed in objective terms but 
without objectively assessing task characteristics. Re- 
cently, investigators have begun to obtain perceptual 
measures of task design. While this allows comparisons 
between studies, these measures are perceptual. The 
Job Diagnostic Survey (JDS) (Hackman and Oldham, 
1975) is currently the most widely used perceptual 
measure of task design. It produces measures of variety, 
autonomy, significance, identity, and feedback with 
reliability estimates typically above .70. The underly- 
ing dimensionality of the JDS has been shown to vary 
across samples. It has been almost universally found 
that an additive model best describes the relationship 
between JDS scores and measures of worker responses. 

The empirical literature available through the be- 
ginning of 1976 is suggestive of a main effect of task 
design on a number of worker responses. But existing 
theoretical models fail to completely account for these 
findings. Workers’ affective responses have the strong- 
est and most commonly identified relationships with 
task design; worker motivational responses are also 
commonly related to the design of the task, but 
behavioral responses have not been as strongly or 
consistently tied to task design. 

Clearly some workers respond more favorably to 
expanded task design than do others. There is cur- 
rently no single, widely accepted theoretical explana- 
tion for this finding. Research which has explored the 


role of individual characteristics at a sociological level 
(e.g., urban/rural location) has often, but not consis- 
tently, found such variables to moderate task design- 
response relationships. Most recent research in this area 
has employed measurement (e.g., Protestant Work 
Ethic, higher order need strength, growth need 
strength) at the individual level. These studies typi- 
cally find that these individual differences moderate the 
task design-response relationships. 

Some research (Dunham, et al., n.d.; Oldham, n.d.) 
suggests that certain non-task environmental factors 
may also moderate task design-response relationships. 
Specific environmental variables which act as modera- 
tors have not as yet been well documented or isolated 
and have not been fitted to a theoretical model. The 
process by which these variables moderate the task 
design-response relationship remains unclear. 

In summary, the available empirical research sug- 
gests that task design often has a positive relationship 
with various worker responses. Neither the measure- 
ment of task design nor the theoretical integration is 
complete. The boundaries of task design-response 
relationships have not yet been completely identified. 


DISCUSSION 


Much of the research to date was prompted by Turner 
and Lawrence (1965), Blood and Hulin (1967), and 
Hackman and Lawler (1971). The theoretical foun- 
dation for much of this research can be traced to either 
expectancy theory (Lawler, 1969) or the job charac- 
teristic model of work motivation (Hackman and 
Oldham, n.d.). Post-hoc examination of the existing 
literature cannot be fully integrated by these theories. 

A number of design problems were evident in the 
research reviewed. Most investigations were one-shot 
studies. The internal validity of one-shot designs is 
potentially contaminated and external validity is mini- 
mal. In some studies, the unit of analysis did not seem 
appropriate, given the stated research objectives. For 
example, many studies discussed individual differences 
yet made sociological level measures; others discussed 
individual responses but obtained measures of group 
responses. Several studies claimed to investigate task 
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design-response relationships but failed to measure a 
priori task design characteristics. Finally, many studies 
utilized self-report measures for both dependent and 
independent variables, thus increasing the probability 
of artifactual task design-response relationships. 

Task design researchers have generally not at- 
tempted to differentiate conceptually or empirically 
the role of the dependent variables in associations with 
task design. It is not clear if affective, behavioral, and 
motivational responses are equally affected. These 
conceptually distinct responses should be treated as 
such. 

Unul recently, the task dimensions studied in task 
design research have generally not been guided by any 
accepted conceptually and/or empirically developed 
typology of task design. Asa result, a wide variety and 
range of task charateristics have been explored. Re- 
searchers have recently begun to rely on worker 
generated perceptions for assessing task design, but 
typically speak in terms of objective task design. Use of 
perceived measures of task design has been a concern 
recognized by the authors of the task design measures 
and many users of this measurement technique. 
Schwab and Cummings (1976) call attention to the 
possible confounding of personal preferences and needs 
with the cognitive measurement of task dimensions. 

The attention of some task design researchers has 
been directed to instruments which measure objective 
task characteristics such as the Position Analysis Ques- 
tionnaire (PAQ) (McCormick, et al., 1967). Employ- 
ing the PQA, Pritchard and Peters (1974) found that 
intrinsic job satisfaction was more a function of task 
design than was extrinsic satisfaction, and that task 
design was also a significant predictor of overall 
satisfaction. Research is needed to identify which 
objective task design characteristics are related to 
perceived task design and in what manner. 

The objectives of much of the task design research ts 
to identify “optimal” design to realize improvements in 
employee responses. Much of the research has been 
identified as survey research employing one-shot de- 
signs. Consequently, employee responses to task de- 
sign, redesign, and changes per se have not been clearly 
differentiated. Evidence on the role of Hawthorne 


255 


effects has accumulated through the years so that a 
distinction between task re-design and change per se 1s 
needed. 

The effects of task design on worker responses over 
time have infrequently been examined (Farris, 1969, 
Maher and Overbagh, 1971). Research is needed to 
track the response criteria across extended periods of 
time so that long term results of task expansion are 
more fully understood. 

Virtually all the research has tested for linear 
relationships between task design and worker re- 
sponses. But it is possible that task design which 1s 
expanded too much can lead to negative responses. 
Such a curvilinear relationship may be best understood 
in terms of a model of individual-task fit. Davis, 
England, and Lofquist (1968) discussed the impor- 
tance of an individual-task fit for both satisfaction and 
satisfactoriness. It has not been adequately determined 
what specific individual characteristics produce indi- 
vidual differences moderating effects. 

Task design research has generally been conducted 
without considering the contextual, structural, or con- 
figurational character of the social system that houses 
the tasks and role occupants under investigation. Nor 
have functional limits to task re-design caused by the 
social system and the differential impact of task design 
on employee responses due to the organization been 
adequately examined. 

Several nontask environmental variables have been 
found to moderate task design-response relationships. 
It has not been determined when or why these 
variables moderate. Morse and Lorsch (1970) sensitize 
the researcher to the importance of an organization- 
task-individual fit for competence motivation. 

In summary, a critical review of the literature 
identified a number of problems and unanswered 
questions. A careful theoretical integration could allow 
a more thorough understanding of the effects of task 
design on worker responses and a resolution of many of 
the existing ambiguities as research moves toward the 
development of a science of task design. The study of 
task design must be framed within complex nomologi- 
cal networks which include relevant individual, tech- 
nological, and organizational factors. 


DESIGNING WORK FOR INDIVIDUALS AND FOR GROUPS 


J. RICHARD HACKMAN 


As yet there are no simple or generally accepted 
criteria for a well-designed job, nor is a single technol- 
ogy acknowledged as the proper way to go about 
redesigning work. Moreover, it often is unclear in 
specific circumstances whether work should be struc- 
tured to be performed by individual employees, or 
whether it should be designed to be carried out by a 
group of employees working together. 

The first part of this selection reviews one current 
model for work design that focuses on the individual 
performer. In the second part, discussion turns to a 
number of issues that must be dealt with when work is 
designed for interacting teams of employees. 


DESIGNING WORK FOR INDIVIDUALS 


A model specifying how job characteristics and indi- 
vidual differences interact to affect the satisfaction, 
motivation, and productivity of individuals at work has 
been proposed by Hackman and Oldham (1976). The 
model is specifically intended for use in planning and 
carrying out changes in the design of jobs. It is 
described below, and then is used as a guide for a 
discussion of diagnostic procedures and change princi- 
ples that can be used in redesigning the jobs of 
individuals. 


The Job Characteristics Model 


The basic job characteristics model is shown in Figure 
7—3. As illustrated in the figure, five core job dimen- 
sions are seen as creating three critical psychological 
states which, in turn, lead to a number of beneficial 
personal and work outcomes. The links among the job 
dimensions, the psychological states, and the outcomes 
are shown to be moderated by the strength of individ- 


uals’ growth needs. The major classes of variables in 
the model are reviewed briefly below. 


Psychological States The three following psychologi- 
cal states are postulated as critical in affecting a person’s 
motivation and satisfaction on the job: 


1. Experienced meaningfulness: The person must ex- 
perience the work as generally important, valuable, 
and worthwhile. 

2. Experienced responsibility: The individual must 
feel personally responsible and accountable for the 
results of the work he or she performs. 

3. Knowledge of results: The individual must have 
understanding, on a fairly regular basis, of how 
effectively he or she is performing the job. 


The more these three conditions are present, the 
more people will feel good about themselves when they 
perform well. Or, following Hackman and Lawler 
(1971), the model postulates that internal rewards are 
obtained by individuals when they Jearn (knowledge of 
results) that they personally (experienced responsibil- 
ity) have performed well on a task that they care about 
(experienced meaningfulness). These internal rewards 
are reinforcing to the individual, and serve as incentives 
for continued efforts to perform well in the future. 
When the persons do not perform well, they do not. 
experience a reinforcing state of affairs, and may elect 
to try harder in the future so as to regain the rewards 
that good performance brings. The net result is a 
self-perpetuating cycle of positive work motivation 
powered by self-generated rewards, that is predicted to 
continue until one or more of the three psychological 
states is no longer present—or until the individual no 
longer values the internal rewards that derive from 
good performance. 


From J. Richard Hackman, Edward E. Lawler III, and Lyman W. Porter (eds.), Perspectives on Behavior in Organizations (New York: 
McGraw-Hill Book Company), pp. 242-56. Adapted from J. R. Hackman, “Work Design,” in J. R. Hackman and J. L. Suttle (eds.), 
“Improving Life at Work: Behavioral Science Approaches to Organizational Change” (Santa Monica, Calif:: Goodyear. Publishing 
Company, 1977). Portions of this material have been adapted from articles by Hackman and Oldham (1975) and Hackman, Oldham, Janson, 


and Purdy (1975). Reprinted by permission. 
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Figure 7-3. The job characteristics model of work motivation 


Job Dimensions Of the five job characteristics shown 
in Figure 7—3 as fostering the emergence of the 
psychological states, three contribute to the experi- 
enced meaningfulness of the work, and one each 
contributes to experienced responsibility and to 
knowledge of results. 

The three job dimensions that contribute to a job’s 
meaning fulness are: 


1. Skill variety The degree to which a job requires a 
variety of different activities in carrying out the work, 
which involve the use of a number of different skills and 
talents of the person. 


When a task requires a person to engage in activities 
that challenge or stretch his or her skills and abilities, 
that task almost invariably is experienced as meaningful 
by the individual. Many parlor games, puzzles, and 
recreational activities, for example, achieve much of 
their fascination because they tap and test the intellec- 
tive or motor skills of the people who do them. When a 
job draws upon several skills of an employee, that 
individual may find the job to be of very high personal 


meaning—even if, in any absolute sense, it is not of 
great significance or importance. 


2. Task identity The degree to which the job requires 
completion of a “whole” and identifiable piece of work— 
that is, doing a job from beginning to end with a visible 
outcome. 


If an employee assembles a complete product or 
provides a complete unit of service he or she should find 
the work more meaningful than if he or she were 
responsible for only a small part of the whole job— 
other things (such as skill variety) being equal. 


3. Task significance “The degree to which the job has a 
substantial impact on the lives or work of other people— 
whether in the immediate organization or in the external 
environment. 


When individuals understand that the results of 
their work may have a significant effect on the 
well-being of other people, the experienced meaning- 
fulness of the work usually is enhanced. Employees 
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who tighten nuts on aircraft brake assemblies, for 
example, are much more likely to perceive their work 
as meaningful than are workers who fill small boxes 
with paper clips—even though the skill levels involved 
may be comparable. 

The job characteristic predicted to prompt feelings 
of personal responsibility for the work outcomes is 
autonomy. “Autonomy” is defined as the degree to 
which the job provides substantial freedom, indepen- 
dence, and discretion to the individual in scheduling the 
work and in determining the procedures to be used in 
carrying it out. 

To the extent that autonomy is high, work outcomes 
will be viewed by workers as depending substantially 
on their own efforts, initiatives, and decisions, rather 
than on the adequacy of instructions from the boss or 
on a manual of job procedures. In such circumstances, 
individuals should feel a strong personal responsibility 
for the successes and failures that occur on the job. 

The job characteristic that fosters knowledge of 
results is “feedback,” which is defined as the degree to 
which carrying out the work activities required by the 
job results in the individual’s obtaining direct and clear 
information about the effectiveness of his or her 
performance. 

It often is useful to combine the scores of a job on the 
five dimensions described above into a single index 
reflecting the overall potential of the job to prompt 
self-generated work motivation on the part of job 
incumbents. Following the model diagrammed in 
Figure 7—3, a job high in motivating potential must be 
high on at least one (and hopefully more) of the three 
dimensions that lead to experienced meaningfulness, 
and high on autonomy and feedback as well—thereby 
creating conditions for all three of the critical psycho- 
logical states to be present. Arithmetically, scores of 
jobs on the five dimensions are combined as follows to 
meet this criterion: 


Motivating potential score (MPS) = 
skill 


variety 


task 
significance 


task 
identity 
3 


X autonomy X job feedback 
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As can be seen from the formula, a near-zero score of 
a job on either autonomy or feedback will reduce the 
overall MPS to near-zero; whereas a near-zero score on 
one of the three job dimensions that contribute to 
experienced meaningfulness cannot, by itself, do so. 


Strength of the Individual’s Need for Growth The 
strength of a person’s need for growth is postulated to 
moderate how people react to complex, challenging 
work at two points in the model shown in Figure 7—3: 
first, at the link between the objective job dimensions 
and the psychological states, and again between the 
psychological states and the outcome variables. The 
first link means that persons with a high need for 
growth are more likely (or better able) to experience the 
psychological states when an objective job is enriched 
than persons with a low need for growth. The second 
link means that individuals with a high need for growth 
will respond more positively to the psychological states, 
when they are present, than persons with a low need 
for growth. 


Outcome Variables Also shown in Figure 7—3 are 
several outcomes that are affected by the level of self- 
generated motivation experienced by people at work. 
Of special interest as an outcome variable is internal 
work motivation (Lawler and Hall, 1970; Hackman 
and Lawler, 1971), because it taps directly the contin- 
gency between effective performance and self-admin- 
istered affective rewards. Typical questionnaire items 
measuring internal work motivation include: 1. I feel a 
great sense of personal satisfaction when I do this job 
well; 2. I feel bad and unhappy when I discover that I 
have performed poorly on this job; 3. My own feelings 
are not affected much one way or the other by how well 
I do on this job (reversed scoring). 

Other outcomes listed in Figure 7—3 are the quality 
of work performance, job satisfaction (especially satis- 
faction with opportunities for personal growth and 
development on the job), absenteeism, and turnover. 
All these outcomes are predicted to be affected posi- 
tively by a job high in motivating potential. 


Validity of the Job Characteristics Model 


Empirical testing of the job characteristics model of 
work motivation is reported in detail elsewhere 
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(Hackman and Oldham, 1976). In general, results are 
supportive, as suggested by the following overview: 


1. People who work on jobs high on the core job 
characteristics are more motivated, satisfied, and pro- 
ductive than people who work on jobs that score low on 
these chacteristics. The same is true for absenteeism, 
although less strongly so. 


2. Responses to jobs high in objective motivating 
potential are more positive for people who have strong 
needs for growth than for people with weak needs for 
growth. The moderating effect of an individual’s need 
for growth occurs both at the link between the job 
dimensions and the psychological states and at the link 
between the psychological states and the outcome 
measures, as shown in Figure 7—3. (This moderating 
effect is not, however, obtained for absenteeism.) 


3. The job characteristics operate through the psycho- 
logical states in influencing the outcome variables, as 
predicted by the model, rather than influencing the 
outcomes directly. Two anomalies have been iden- 
ufied, however: 1. results involving the feedback 
dimension are in some cases less strong than for those 
obtained for the other dimensions (perhaps in part 
because individuals receive feedback at work from 
many sources—not just the job), and 2. the linkage 
between autonomy and experienced responsibility 
does not operate exactly as specified by the model in 
affecting the outcome variables (Hackman and Old- 
ham, 1976). 


Diagnostic Use of the Model 


The job characteristics model was designed so that 
each major class of variables (objective job characteris- 
tics, mediating psychological states, strength of the 
individual’s need for growth, and work motivation and 
satisfaction) can be directly measured in actual work 
situations. Such measurements are obtained using the 
Job Diagnostic Survey (JDS), which is described in 
detail elsewhere (Hackman and Oldham, 1975). The 
major intended uses of the JDS are 1. to diagnose 
existing jobs before planned work redesign, and 2. to 
evaluate the effects of work redesign—for example, to 
determine which job dimensions did and did not 
change, to assess the impact of the changes on the 
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motivation and satisfaction of employees, and to test for 
any possible alterations after the change in the need for 
growth of people whose jobs were redesigned. 

In the paragraphs to follow, several steps are pre- 
sented that might be followed by a change agent in 
carrying out a diagnosis using the JDS. 


Step 1: Are Motivation and Satisfaction Really Prob- 
lems? Sometimes organizations undertake job en- 
richment or work redesign to improve work motiva- 
tion and satisfaction when in fact the real problem with 
work performance lies elsewhere—for example, in the 
equipment or technology of the job. It is important, 
therefore, to examine the level of employees’ motiva- 
ton and satisfaction at an early stage in a job diagnosis. 
If motivation and satisfaction are problems, and are 
accompanied by documented problems in work per- 
formance, absenteeism, or turnover as revealed by 
independent organizational indices, the change agent 
would continue to step 2. [f not, the agent presumably 
would look to other aspects of the work situation (e.g., 
the technology, the workflow) to identify and under- 
stand the reasons for the problem which gave rise to the 
diagnostic activity. 


Step 2: Is the Job Low in Motivating Potential? Yo 
answer this question, the change agent would examine 
the Motivating Potential Score of the target job, and 
compare it with the MPS scores of other jobs to 
determine whether or not the job itself is a probable 
cause of the motivational problems documented in step 
1. If the job turns out to be low on MPS, he would 
continue to step 3; if it scores high, he would look for 
other reasons for the motivational difficulties (e.g., the 
pay plan, the nature of supervision, and so on). 


Step 3: What Specific Aspects of the Job are Causing the 
Difficulty? This step involves examination of the job 
on each of the five core job dimensions, to pinpoint the 
specific strengths and weaknesses of the job as it 
currently exists. It is useful at this stage to construct a 
profile of the target job, to make visually apparent 
where improvements need to be made. An illustrative 
profile for two jobs (one “good” job and one job 
needing improvement) is shown in Figure 7—4. 

Job A is an engineering maintenance job, and is high 
on all of the core dimensions; the MPS of this job is 
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Figure 7-4. JDS profile of a ‘‘good”’ job and a ‘‘bad”’ job 


very high: 260.! Job enrichment would not be recom- 
mended for this job; if employees working on the job 
are unproductive and unhappy, the reasons probably 
have little to do with the design of the work itself. 

Job B, on the other hand, has many problems. This 
job involves the routine and repetitive processing of 
checks in a bank. The MPS of 30—which is quite 
low—would be even lower if it were not for the 
moderately high task significance of the job. (Task 
significance is moderately high because the people are 
handling large amounts of other people’s money, and 
their efforts potentially have important consequences 
for the unseen clients.) The job provides the individu- 
als with very little direct feedback about how effec- 
tively they are performing; the employees have little 
autonomy in how they go about doing the job; and the 
job is moderately low in both skill variety and task 
identity. 

For Job B, then, there is plenty of room for 
improvement, and many avenues to consider in plan- 
ning job changes. For still other jobs, the avenues for 
change may turn out to be considerably more specific: 
for example, feedback and autonomy may be reason- 
ably high, but one or more of the core dimensions 
which contribute to the experienced meaningfulness of 


1. MPS scores can range from 1 to 343. The average is about 125. 


the work (i.e., skill variety, task identity, and task 
significance) may be low. In such a case, attention 
would turn to ways to increase the standing of the job 
on these latter three dimensions. 


Step 4: How Ready Are the Employees for 
Change? Once it has been documented that there is 
need for improvement in the focal job, and the 
particularly troublesome aspects of the job have been 
identified, then it is appropriate to begin planning the 
specific action steps which will be taken to enrich the 
job. An important factor in such planning is determin- 
ing the strength of the employees’ needs for growth, 
since employees whose needs for growth are strong 
should respond more readily to job enrichment than 
employees whose needs are weak. The measure of the 
need for growth provided by the JDS can be helpful in 
identifying which employees should be among the first 
to have jobs changed (i.e., those whose needs for 
growth are strong), and how such changes should be 
introduced (e.g., perhaps with more caution for indi- 
viduals whose needs for growth are weak). 


Step 5: What Special Problems and Opportunities Are 
Present in the Existing Work System? Before under- 
taking actual job changes, it is always advisable to 
search for any special roadblocks that may exist in the 
organizational unit as it currently exists, and for special 


DESIGNING WORK FOR INDIVIDUALS AND FOR GROUPS 


261 


opportunities that may be built upon in the change 
program. 

Frequently of special importance in this regard is the 
level of satisfaction employees currently experience 
with various aspects of their organizational life. For 
example, the JDS provides measures of satisfaction 
with pay, job security, co-workers, and supervision. If 
the diagnosis reveals high dissatisfaction in one or more 
of these areas, then it may be very difficult to initiate 
and maintain a successful job redesign project (Old- 
ham, 1976; Oldham, Hackman, and Pearce, 1976). 
On the other hand, if satisfaction with supervision is 
especially high, then it might be wise to build an 
especially central role for supervisors in the“initiation 
and management of the change process. 

Other examples could be given as well. The point is 
simply that such supplementary measures (especially 
those having to do with aspects of employee satisfac- 
tion) may be helpful in highlighting special problems 
and opportunities that deserve explicit recognition and 
attention as part of the diagnosis of an existing work 
system. 


Principles for Enriching Jobs 


The core job dimensions specified in the job-charac- 
teristics model are tied directly to a set of action 
principles for redesigning jobs (Hackman, Oldham, 
Janson, and Purdy, 1975; Walters and Associates, 
1975). As shown in Figure 7—5, these principles 
specify what types of changes in jobs are most likely to 
lead to improvements in each of the five core job 
dimensions, and thereby to an increase in the motivat- 
ing potential of the job as a whole. 


Principle 1: Forming Natural Work Units A critical 


step in the design of any job is the decision about how 
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Figure 7-5. 


the work is to be distributed among the people who do 
it. Consider, for example, a typing pool—consisting of 
one supervisor and ten typists—that does all the typing 
for one division of an organization. Jobs are delivered in 
rough draft or dictated form to the supervisor, who 
distributes them as evenly as possible among the 
typists. In such circumstances the individual letters, 
reports, and other tasks performed by a given typist in 
one day or week are randomly assigned. There is no 
basis for identifying with the work or the person or 
department for whom it is performed, or for placing 
any personal value upon it. 

By contrast, creating natural units of work increases 
employees’ “ownership” of the work, and therefore 
improves the chances that employees will view it as 
meaningful and important rather than as irrelevant and 
boring. In creating natural units of work, one must first 
identify what the basic work items are. In the typing 
pool example, that might be “pages to be typed.” Then 
these items are grouped into natural and meaningful 
categories. For example, each typist might be assigned 
continuing responsibility for all work requested by a 
single department or by several smaller departments. 
Instead of typing one section of a large report, the 
individual will type the entire piece of work, with 
knowledge of exactly what the total outcome of the 
work is. Furthermore, over a period of time the typist 
will develop a growing sense of how the work affects 
co-workers or customers who receive the completed 
product. Thus, as shown in Figure 7-5, forming 
natural units of work increases two of the core job 
dimensions that contribute to experienced meaning- 
fulness—task identity and task significance. 

It is still important that work be distributed so that 
the system as a whole operates efficiently, of course, 
and work loads must be arranged so that they are 
approximately equal among employees. The principle 
of natural work units simply requires that these 
traditional criteria be supplemented so that, insofar as 
possible, the tasks that arrive at an employee’s work 
station form an identifiable and meaningful whole. 


Principle 2: Combining Tasks ‘The very existence of a 
pool, made up entirely of persons whose sole function is 
typing, reflects a fractionalization of jobs that some- 


times can lead to such hidden costs as high absenteeism 
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and turnover, extra supervisory time, and so on. The 
principle of combining tasks is based on the assumption 
that such costs often can be reduced by simply taking 
existing and fractionalized tasks and putting them back 
together again to form a new and larger module of 
work. At the Medfield, Massachusetts plant of Corn- 
ing Glass Works, for example, the job of assembling 
laboratory hotplates was redesigned by combining a 
number of previously separate tasks. After the change, 
each hot plate was assembled from start to finish by one 
operator, instead of going through several separate 
operations performed by different people. 

Combining tasks (like forming natural work units) 
contributes in two ways to the experienced meaning- 
fulness of the work. First, task identity is increased. 
The hotplate assembler, for example, can see and 
identify with a finished product ready for shipment— 
rather than a nearly invisible junction of solder. 
Moreover, as more tasks are combined into a single 
worker’s job, the individual must use a greater variety 
of skills in performing the job, further increasing the 
meaningfulness of the work. 


Principle 3: Establishing Relationships with Clients 
By establishing direct relationships between workers 
and their clients, jobs often can be improved in three 
ways. First, feedback increases because additional 
opportunities are created for the employees to receive 
direct praise or criticism of their work outputs. Second, 
skill variety may increase, because of the need to 
develop and exercise one’s interpersonal skills in man- 
aging and maintaining the relationship with the client. 
Finally, autonomy will increase to the degree that 
individuals are given real personal responsibility for 
deciding how to manage their relationships with the 
people who receive the outputs of their work. 
Creating relationships with clients can be viewed as 
a three-step process: 1. identification of who the client 
actually is; 2. establishing the most direct contact 
possible between the worker and the client; and 3. 
establishing criteria and procedures so that the client 
can judge the quality of the product or service received 
and relay his judgments directly back to the worker. 
Especially important (and, in many cases, difficult to 
achieve) is identification of the specific criteria by 
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which the work output is assessed by the client—and 
ensuring that both the worker and the client under- 
stand these criteria and agree with them. 


Principle 4: Vertical Loading In vertical loading, the 
intent is to partially close the gap between the “doing” 
and the “controlling” aspects of the job. Thus, when a 
job is vertically loaded, responsibilities and controls that 
formerly were reserved for management are given to 
the employee as part of the job. Among ways this 
might be achieved are the following: 


Giving job incumbents responsibility for deciding on 
work methods, and for advising or helping train less 
experienced workers. 


Providing increased freedom in time management, in- 
cluding decisions about when to start and stop work, when 
to take a break, and how to assign work priorities. 


Encouraging workers to do their own trouble-shooung 
and manage work crises, rather than calling immediately 
for a supervisor. 


Providing workers with increased knowledge of the 
financial aspects of the job and the organization, and 
increased control over budgetary matters that affect their 
own work. 


When a job is vertically loaded, it inevitably in- 
creases in autonomy. And, as shown in Figure 7-3, this 
should lead to increased feelings of personal responsi- 
bility and accountability for the work outcomes. 


Principle 5: Opening Feedback Channels In virtually 
all jobs there are ways to open channels of feedback to 
individuals to help them learn not only how well they 
are performing their jobs, but also whether their 
performance is improving, deteriorating, or remaining 
at a constant level. While there are various sources 
from which information about performance can come, 
it usually is advantageous for workers to learn about 
their performance directly as they do the job—rather 
than from management on an occasional basis. 
Feedback provided by the job itself is more immedi- 
ate and private than feedback provided by its supervi- 
sor, and can also increase workers’ feelings of personal 
control over their work. Moreover, it avoids many of 
the potentially disruptive interpersonal problems 
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which can develop when workers can find out how 
they are doing only by means of direct messages or 
subtle cues from the boss. 

Exactly what should be done to open channels for 
feedback from the job varies from job to job and 
organization to organization. In many cases, the 
changes involve simply removing existing blocks which 
isolate the individual from naturally occurring data 
about performance, rather than generating entirely 
new feedback mechanisms. For example: 

Establishing direct relationships with clients (dis- 
cussed above) often removes blocks between the 
worker and natural external sources of data about the 
work. 

Quality control in many organizations often elimi- 
nates a natural source of feedback, because all quality 
checks are done by people other than the individuals 
responsible for the work. In such cases, feedback to the 
workers, if there is any, may be belated and diluted. By 
placing most quality-control functions in the hands of 
workers themselves, the quantity and quality of data 
available to them about their own performance will 
dramatically increase. 

Tradition and established procedure in many orga- 
nizations dictate that records about performance be 
kept by a supervisor and transmitted up (not down) 
the organizational hierarchy. Sometimes supervisors 
even check the work and correct any errors them- 
selves. The worker who made the error never knows it 
occurred and is therefore denied the very information 
which can enhance both internal work motivation and 
the technical adequacy of his performance. In many 
cases, it is possible to provide standard summaries of 
performance records directly to the workers (and 
perhaps also to their superiors), thereby giving em- 
ployees personally and regularly the data they need to 
improve their effectiveness. 

Computers and other automated machines some- 
times can be used to provide individuals with data now 
blocked from them. Many clerical operations, for 
example, are now performed on computer consoles. 
These consoles often can be programed to provide the 
clerk with immediate feedback in the form of a CRT 
display or a printout indicating that an error has been 
made. Some systems even have been programed to 


provide the operator with a positive feedback message 
when a period of error-free performance has been 
sustained. 


Conclusion ‘The principles for redesigning jobs re- 
viewed above, while illustrative of the kinds of changes 
that can be made to improve the jobs of individuals in 
organizations, obviously are not exhaustive. They were 
selected for attention here because of the links between 
the principles and the core job dimensions in the 
motivational model presented earlier. Other principles 
for enriching jobs (which, although often similar to 
those presented here, derive from alternative concep- 
tual frameworks) are presented by Ford (1969), 
Glaser (1975), Herzberg (1974), and Katzell and 
Yankelovich (1975, Chap. 6). 


DESIGNING WORK FOR TEAMS 


Often it is easier or more appropriate, given the nature 
of the work to be done and the organizational circum- 
stances under which it is to be done, to design work for 
interacting teams rather than for individuals working 
alone. In such cases, the ultimate aim generally is 
similar to that sought when individual job enrichment 
is carried out: that is, to improve the quality of the work 
experience of the people involved, and simultaneously 
to increase the quality and quantity of the work 
produced. The difference is that the work is defined 
and implemented as a group task, rather than as an 
interconnected set of individual tasks. Because of this a 
larger chunk of work can be included within the 
boundaries of the task, thereby increasing the intrinsic 
meaningfulness of the work. Moreover, the possibility 
is increased for the development of close, socially 
satisfying work relationships among team members. 
Such relationships are highly valued by many people, 
but difficult or impossible to achieve by means of 
redesign of individual jobs in such work settings as 
assembly lines, where individual work stations may be 
fixed and so widely separated that meaningful social 
interaction with others is (for all practical purposes) 
precluded. 

Until relatively recently, most work design for 
teams has been carried out from the perspective of 
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sociotechnical systems theory, and has involved the 
creation of autonomous or semi-autonomous work 
groups. Specific arrangements (e.g., how the group 
task itself is designed, the size and composition of the 
work group, the nature of the reward system) have 
varied from project to project, but the following 
attributes are characteristic of most autonomous work 
groups:? 


1. A “whole” task for the group, in which the mission 
of the group is sufficiently identifiable and signifi- 
cant that members find the work of the group 
meaningful. 


2. Workers who each have a number of the skills 
required for completion of the group task, thereby 
increasing the flexibility of the group in carrying 
out the task. When individuals do not have a robust 
repertoire of skills initially, procedures are devel- 
oped to encourage cross-training among members. 


3. Autonomy for the group to make decisions about 
the methods by which the work is carried out, the 
scheduling of various activities, the assignment of 
different individuals to different tasks, and (some- 
times) the selection of new group members. 


4. Compensation based on the performance of the 
group as a whole, rather than on the contributions of 
individual group members. 


It should be emphasized that these four ingredients 
are simply summary statements of the kinds of changes 
that often are made when work is redesigned for 
interacting teams. They do not represent the only way 
to design work for groups, nor are these ingredients 
necessarily the most appropriate ones for any given 
instance. Therefore, it may be useful to step back from 
specific change principles and attempt to identify the 
major general criteria for the design of work for 
teams—and then to explore alternative strategies for 
attempting to achieve those criteria. 


2. See, for example, Bucklow (1966), Davis (1966: 44), Davis and 
Trist (1974), Gulowsen (1972: 375-78), and Trist, Higgin, 
Murray, and Pollock (1963, ch. 9). 
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Design Criteria for Interacting Groups 


The two criteria listed below appear to be the mini- 
mum requirements for the design of interacting work 
teams if high productivity by the team and the 
satisfaction of its members are to be achieved simulta- 
neously. 

1. The team itself should be a cohesive group, in 
which members feel committed to the goals of the 
group, and in which they can experience significant 
personal satisfaction through their interactions with 
teammates. 

In a highly cohesive group, members greatly value 
the rewards (usually interpersonal) that fellow mem- 
bers can provide. This means that the quality of the 
social experience of members in cohesive groups is 
likely to be high rather than low. It also means that 
cohesive groups usually have considerable leverage in 
enforcing member compliance with group norms. 
That is, since members of cohesive groups strongly 
value the rewards controlled by their peers, they are 
especially likely to engage in behavior that is congruent 
with group norms. Failure to do so can result in those 
rewards being made unavailable to them (e.g., being 
“frozen out”) or can lead other group members to 
negatively sanction their actions (Hackman, 1976). 

The problem is that while cohesive groups have been 
shown to generate a high degree of uniformity of 
behavior in terms of group norms, the direction of those 
norms is unrelated to the level of cohesiveness of the 
group (Berkowitz, 1954; Schachter, Ellertson, 
McBride, and Gregory, 1951; Seashore, 1954). Some- 
times highly cohesive groups enforce a norm of low 
performance; at other times they encourage and sup- 
port members’ efforts toward high performance. Rela- 
tvely little is known about what factors determine 
whether group norms will encourage high or low 
performance (e.g., Lawler and Cammann, 1972; 
Vroom, 1969: 226-27). It is necessary, therefore, to 
propose an additional criterion for the design of work 
teams in organizations. 

2. The environment of the work group, including 
its task, must be such that the group norms that emerge 
and are enforced are consistent with the two aims of 
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high productivity and satisfying interpersonal relation- 
ships. 


Approaches to Work Design 
for Interacting Groups 


Meeting the two design criteria identified above re- 
quires, at minimum, attention to 1. the composition and 
dynamics of the group itself, 2. reward contingencies in 
the organizational environment, and 3. the structure of 
the group task. These matters are explored below. 


Design and Maintenance of the Group qua Group It is 
important that members of an interacting work team 
be able to experience themselves as part of a group that 
is psychologically meaningful to them. Usually this 
requires that the group be moderately small (usually 
less than fifteen members, although apparently suc- 
cessful autonomous work groups of larger size have 
been reported), and that members occupy a single 
workplace (or at least contiguous workplaces with easy 
access to one another). Merely calling a set of people a 
“sroup” for reasons other than the nature of their 
relationships with each other (e.g., a set of flight 
attendants who have the same supervisor but who 
literally fly all over the country and rarely see one 
another).does not meet the conditions for creation of an 
effective work team. 

Moreover, while reasonably close and meaningful 
interpersonal relationships can be important to the 
success of interacting work teams, group process 
interventions (e.g., “team building”) that focus exclu- 
sively on relationships among group members—or on 
the social climate of the group as a whole—should be 
used with caution. Direct interpersonal interventions 
can be quite powerful in altering social behavior in a 
group, and for this reason they may be very useful in 
increasing the capability and willingness of members to 
share with one another special skills that are needed for 
work on the group task. Yet research also shows that 
when such interventions are used alone, the group’s 
task effectiveness rarely is enhanced (and often suffers) 
as a result (cf. Hackman and Morris, 1975; Herold, 
n.d.). Thus while process interventions can be of great 
use as part of a broader intervention package aimed at 
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creating effective work teams, total reliance on such 
interventions appears inappropriate if the goal is to 
work toward simultaneous improvement of the social 
experience of the members and their collective task 
productivity. 


Design of Environmental Contingencies he way the 
organizational environment of the group is arranged 
can affect whether or not it is in the best interest of 
group members to work together effectively and, 
indeed, whether or not it is possible for them to do so. 
Especially important in this regard are the compensa- 
tion system and the role of the first-line supervisor. 

In almost every case in which autonomous work 
groups have been successfully created in organizations, 
pay systems have been arranged so that members were 
paid on a basis of performance of the group as a whole, 
rather than in terms of the level of performance of 
individual employees. Moving to a group-based com- 
pensation system increases the chances that internal 
cooperation and cohesiveness will increase as members 
work together to obtain the group-level rewards. 
Moreover, dysfunctional group interaction that grows 
from the fear (or the fact) of pay inequities among 
members should diminish when compensation is tied 
directly to the output of the group as a whole. It should 
be noted, however, that simply moving toa group-level 
compensation does not eliminate the possibility of less 
than optimal productivity norms. When group mem- 
bers mistrust management, for example, norms en- 
forcing low productivity may emerge to protect the 
group against possible changes of performance stan- 
dards by management. Thus, while group-level com- 
pensation plans play an important part in the design of 
work for interacting teams, they in no way guarantee 
high group productivity. 

Also critical to the design of work for teams is the 
new role that first-line supervisors play under such 
arrangements. In many applications, the supervisor 
moves from having day-to-day (even minute-to- 
minute) responsibility for the work behavior and 
productivity of individual employees to a role that 
primarily involves managing the boundaries of the 
group—not what goes on within those boundaries 
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(Taylor, 1971). Thus the supervisor assists the group 
in liaison with other groups, and may serve as the 
advocate of the group in discussion with higher man- 
agement, but routine decision making about the work 
and management of work crises is left to the group. 
Under such conditions, group members should experi- 
ence substantially more ownership of their work 
activities and output, thereby creating the conditions 
required for members to experience collective respon- 
sibility for—and commitment to—their shared task. 


Design of the Group Task One of the greatest deter- 
minants of whether a group develops a norm of high or 
low productivity is the design of the group task itself. 
What task characteristics are likely to prompt high 
group commitment to effective performance? As a 
start, the five core dimensions used in the job charac- 
teristics model of individual work motivation would 
seem useful (i.e., skill variety, task identity, task 
significance, autonomy, and feedback). There is no 
reason why such dimensions could not be applied to the 
analysis of group tasks just as they are to individual 
tasks. 

If group tasks were designed to be high on these or 
similar job dimensions, then an increase in the task- 
relevant motivation of group members would be 
expected —and, over time, group norms about produc- 
tivity should become consistent with the increased 
motivation of individual group members. Yet, such 
positive outcomes should come about only 1. if the 
individual group members identify with and feel 
commitment to the group as a whole (it is, after all, a 
group task), and 2. if the internal process of the group 
facilitates and reinforces (rather than impairs) con- 
certed action toward shared group goals. 

The core job dimensions have little to offer toward 
the creation of these two conditions. How, for exam- 
ple, could a group task be designed so that all members 
see it as providing high autonomy—and therefore 
experience substantial personal responsibility for the 
outcomes of the group? Moreover, given that it is now 
well documented that how group tasks are designed 
affects not only the motivation of group members, but 
also the patterns of social interaction that develop 
among them (Hackman and Morris, 1975), how can 


Chapter 7 WORK DESIGN 


group tasks be structured so that they prompt task- 
effective rather than dysfunctional interaction among 
members? 

Such questions have no simple answers. And while 
task design per se potentially can contribute to their 
solution, the issues raised also are affected by the 
environmental contingencies that are operative, and by 
the design and composition of the group itself. Thus, 
once again, it must be concluded that no single 
approach can create an effective design for work to be 
done by interacting teams. Instead, such a goal requires 
simultaneous use of a number of different handles for 
change—some of which have to do with the group, 
some with the task, and some with the broader 
organizational context. 


Group versus Individual 
Task Design: Which When? 
Choices for designing work for individuals or for 
groups are complex, and in many cases depend on 
factors idiosyncratic to a given situation. In general, 
however, a group-based design seems indicated when 
one or more of the following conditions is present: 


1. When the product, service, or technology is such 
that meaningful individual work is not realistically 
possible (e.g., when a large piece of heavy equipment is 
being produced). In such cases it often is possible for a 
group to take autonomous responsibility for an entire 
product or service—while the only possible job design 
for individuals would involve small segments of the 
work (cf. Walton, 1975). 


2. When the technology or physcial work setting is 
such that high interdependence among workers is 
required. For example, Susman (1970) has suggested 
that one effect of increased automation (especially in 
continuous process production) is to increase interde- 
pendence among workers. The creation of auton- 
omous work groups under such circumstances would 
seem to be a rather natural extension of the imperatives 
of the technology itself. When, on the other hand, 
there are no required interdependencies (e.g., tele- 
phone installers who operate their own trucks, coor- 
dinating only with a foreman or dispatcher), then there 
would seem ‘to be no real basis on which meaningful 
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work teams could be formed, and enrichment of 
individual jobs might be a better alternative. 


3. When individuals have strong social needs—and the 
enrichment of individual jobs would run significant risk 
of breaking up existing groups of workers that provide 
social satisfactions to their members. In such cases, 
designing work for teams would capitalize on the needs 
of employees, whereas individual-oriented job enrich- 
ment might require that individuals give up important 
social satisfactions to obtain a better job (Reif and 
Luthans, 1972). 


4. When the overall motivating potential of employ- 
ees’ jobs would be expected to be considerably higher if 
the work were arranged as a group task rather than as a 
set of individual tasks. Probably in most cases the 
standing of a job on the core dimensions would increase 
if the job were designed as a group task, simply because 
a larger piece of work can be done by a group than by 
an individual. This should not, however, automatically 
tlt the decision toward group work design—there are 
numerous interpersonal factors that must be attended 
to in effectively designing work for interacting groups. 
Sometimes the risk or effort required to deal with such 
factors may make it more appropriate to opt for 
individual task design, even though a group task might 
be expected to be somewhat better as a task than would 
be any of the individual tasks. 


Cautions in Designing Work Groups 


In conclusion, three caveats about the design of work 
for groups are suggested: 


1. Existing evidence suggests that the work must 
provide group members with substantial autonomy if 
they are to experience high responsibility for it. Just as 
“pseudo-participation” in organizations may be worse 
than no participation at all, so it is that autonomous 
work groups should not be formed unless there 1s 
reasonable assurance that the result will not be a 


potentially frustrating state of “pseudo-autonomy.” 
This, of course, requires careful attention to issues of 
management and supervision, to ensure that managers 
are both willing and able to provide the group with 
sufficient real autonomy to carry out the proposed 
group task (cf. Gulowsen, 1972). 


2. The needs of employees who will make up the 
groups must be carefully attended to, because work in 
interacting teams on a complex task will not be 
satisfying or motivating to all people. Optimally, the 
need of group members for both social interaction and 
growth should be rather high. If the social needs of 
group members are high but their needs for growth are 
low, then there is risk that the group members will use 
the group solely as a source of social satisfaction. Even if 
the task were very high in objective motivating poten- 
tial, members might find the group so much more 
involving than the task that productivity would suffer. 
When, on the other hand, members have a high need 
for growth but low needs for social interaction, then it 
might be better to consider designing the work for 
individuals, if technology permits. If employees have 
both low social needs and low needs for growth, then 
prospects for creating teams in which members work 
together effectively and productively on a challenging 
task would appear very dim indeed. 


3. Finally, it should be noted that virtually all of the 
above discussion has focused on characteristics of 
groups and of tasks that are likely to generate high 
motivation to perform the task effectively. For some 
group tasks, the level of motivation (or effort) of group 
members is not critical to the success of the group; 
instead, the effectiveness of the performance varies 
simply with the level of knowledge and skill of the 
members, or with the performance strategies utilized 
by the group (cf. Hackman and Morris, 1975). In such 
circumstances, the attributes of the group, the task, and 
the environment that would be required for a high 
degree of group effectiveness would be quite different 
from those proposed here. 


CONCLUDING STATEMENT 


What, therefore, can we say about work design as a design variable? As we have seen in the 
articles by Pierce and Dunham and by Hackman, work design is a basic building block for 
organization design—the size and nature of jobs will reflect the configuration of the 
organization. Ways of thinking about work design and how to relate this topic to other 
features of organizational design are addressed in this concluding statement. 


WORK DESIGN AND ORGANIZATIONAL DESIGN 


So far this chapter has been concerned with reviewing the emergence of our contemporary 
understanding of work design. We are now more appreciative that it is a topic of 
considerable complexity, as well as one about which we have much to learn. Crucial to this 
book, however, is how the variable of work design relates to the larger subject matter of 
organization design—and it is to this that we now turn. 

In Chapter 1 we saw that certain assumptions held by management about the worker and 
the organization underlay the evolution of organization and management theory. Let us 
expand on that point by noting that managers do hold a set of assumptions, whatever their 
degree of sophistication, which, taken asa set, can be termed a managerial philosophy (Miles, 
1975). Clearly, managers’ assumptions about workers would be a component of such a 
philosophy. Other components would, for example, state what the manager’s basic rights 
and duties are, the value placed on orderliness and stability, the proper time frame for 
decision making, and the degree of concern with the organization’s external environment. 

Managerial philosophies are no doubt held in varying degrees of consciousness by 
managers. We can immediately see that one’s managerial philosophy will affect the 
organization’s purpose and the way organizational constraints are conceived. Classicists, for 
example, would focus their goals on profits and productivity, give little attention to the 
environment (with the exception of the organization’s market), see the workers in “Theory 
X” terms, and tend to emphasize strong controls as well as mechanical programs. 

The relevant point for our discussion here is that one component of a managerial 
philosophy is someone’s beliefs or value-set about designing. Let us call it a set of design 
premises. Design premises will influence work design, as well as the design variables 
discussed in the following three chapters. Basically what we are saying is that no design 
variable will be thought about in a strictly rational way—a point paralleling our discovery 
that a worker’s response to a designated job is moderated by who that particular worker is. 

Assumptions and managerial philosophy will indirectly affect organization design in two 
ways. One is through the effect on purpose and constraints. The other is through the effects 
of design premises on work design (and the other design variables), which in turn affects the 
configuration that constitutes the organization’s design. This reasoning is shown in Figure 
7-6. 


WORK DESIGN: ONE MORE TIME 


Having discussed the place of work design in the organization design process, it now 
behooves us to focus on the practice of designing work. This, after all, is the central focus of 
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Figure 7-6. How managerial philosophy impacts organization design 


this chapter. The following discussion therefore builds from the materials presented in the 
articles to provide an elaborated and synthesized approach. To do this we will maintain the 
differentation introduced earlier in Figure 7-2, between those characteristics of a job that are 
specified by management (1) and those dimensions actually experienced by job holders (2). 
We keep this differentiation to highlight a simple fact: intentions are not always perceived. 
Thus careful attention to the actual is necessary in designing work so that desired 
outcomes—both work and organizational—have a greater probability of occurring. 


Job Dimensions 


Hackman’s five “core job dimensions” clearly are meant to be what we are calling worker 
perceived job dimensions. That is, they constitute much of a worker’s perceived job. To 
Hackman’s list, however, we add an imteraction opportunity dimension (Turner and 
Lawrence, 1965; Clark, 1961): jobs provide greater or less opportunity for the job holder to 
interact with others, not only to get the job done but also to satisfy various human needs. 
There are therefore six dimensions that together make up the perceived job: skill variety, 
task identity, interaction opportunity, feedback or information on results, task significance, 
and autonomy. We note again that each of these dimensions can vary among jobs from zero 
to quite a lot. The question then becomes, “What characteristics of management-specified 
jobs contribute to a worker’s perceived job?” The answer to this question provides some of 
the handles on work design available to organization designers. 

The characteristics of jobs that are specified for a worker constitute work design. Pierce, 
Dunham, and Hackman spell out or strongly imply most of these. We list eight 
management-designated job characteristics. Skill variety reflects two job characteristics. 
These are the actual difficulty of the task (that is, the knowledge and skill necessary to 
accomplish it) and the variety of the tasks in a job. The more difficult the tasks and the more 
their variety in a given job, the more the job will be experienced as having a higher skill 
variety. 

The perceived dimension of task identity also reflects two job characteristics. These are 
the degree to which the tasks are parts of larger tasks (task simplification) and the length of 
time it takes to complete the task (task cycle time). The less tasks are simplified and the 
longer the cycle time, the more task identity. That is, the more a task is perceived to be a 
whole task and done from beginning to end, the greater is the task identity. 
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The job dimension of interaction opportunity reflects the task-required interaction. Jobs 
obviously require written and/or verbal contact with others. Such contact may facilitate 
coordination with other jobs, processing of supplies or equipment or the transfer of 
personnel. Jobs obviously can vary greatly in this way. Such required interactions provide 
the opportunity for a worker to communicate about nonwork-related subjects too. Skill 
variety, task identity, and interaction opportunity combine to contribute to the experienced 
meaningfulness of work. Hackman labeled this dimension one of the three “critical 
psychological states,” a state that becomes reflected in outcomes. 

A fourth dimension of work design is information on the results of task performance. Jobs 
do, of course, vary in the amount and importance of information. They also vary as to the 
regularity with which information is provided to the job holder. Beyond some threshold 
amount—the minimum necessary to perform the task—such information is perceived as 
feedback—contributions to the worker’s “understanding of his or her effectiveness” (another 
critical psychological state). The greater the task-results information designed into jobs, the 
greater the feedback, and thus the greater the understanding of effectiveness by a worker. 

Another job dimension also contributes to effectiveness understanding, namely, task 
significance. The formal specification of a task’s importance—its ranking on a priority of 
accomplishment, for example—is what task significance reflects. These variables also 
contribute to a worker’s “experienced responsibility,” the third critical psychological state. 
So the greater the designed task importance, the more likely the task will be perceived as 
significant by a worker. 

Responsibility, however, also comes from the perceived job dimension of autonomy; that 
is, the degree to which a job is perceived as providing worker decisions on means for job 
scheduling and accomplishment. Autonomy reflects the design characteristics of task 
discretion, since jobs vary in the amount of built-in choice of how and when to be 
performed. The greater the task discretion, the higher the perceived autonomy and the 
more the worker’s experienced responsibility. 


Work Design Perceived Job Critical Psychological 
(management-designated (worker-perceived States (worker- 
job characteristics) job dimension) experienced) 


1. Task difficulty —HHwHH_ 
2. Task varlaty=—— 


a. Skill variety 


3. Task simplification ———_____ 
4. Task cycle ins 


b. Task identity-—————————»_ Meaningfulness 


5. Task required 
interaction —————————————-»_ c._ Interaction 
opportunity 
6. Task outcome 
information ———» __ gd. Feedback ——————__ »> Understanding of 


__-—_””_ effectiveness 


8. Task discretion ——————————-» _f. Autonomy———————————_» _ Experienced responsibility 


7. Task importance —————————»  e. Task significance 


Figure 7-7. An elaborated model of work design: designated and perceived aspects 
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This somewhat complex discussion of how the eight management-designed job 
characteristics affect the six dimensions of perceived jobs and the ways these latter 
contribute to the three critical psychological states specified by Hackman are diagrammed in 
Figure 7—7. 


Work-Design Outcomes 


There are at least two ways to view the impact of work design. One was indicated in Figure 
7—6. The ways in which jobs are designed at all levels of an organization permits us to 
describe the configuration of the organization. That is, the ways jobs are designed requires 
or allows various degrees of formalization, centralization, and so on. The second way to view 
the impact of work design is to ask what outcomes will occur. The articles by Pierce, 
Dunham, and Hackman suggested two general categories of outcomes which reflect the 
critical psychological states discussed earlier. 

Those observable, more or less objectively measured outcomes result directly from 
worker performance or lack of it. We term such results work outcomes. The second category 
consists of those outcomes that concern the subjective internal psychological responses of a 
worker. These we call personal outcomes. \n addition, attention is directed to the impact 
work and personal outcomes have on the outcomes of the organization. (See Figure 2—5. 
These outcomes are the subject of Chapters 11 and 12.) Let us show these relationships and 
identify the several types of outcomes by reference to Figure 7—8.! 


Summary 


Look once more at Figures 7—6 and 7—7. The former showed how managerial assumptions 
about designing organizations encompassed design premises that influence work design. 
_ Figure 7—7 illustrates the characteristics of work design that can be manipulated and 
therefore reflect those design premises. In addition, the immediately preceding section 
linked those work design variables to workers’ psychological states through the dimensions 
of perceived jobs. Perhaps a short example will illustrate this reasoning. The “classicist”’ (see 
Chapter 1, the concluding statement) very likely holds design premises reflecting Theory X 
assumptions about the worker and “rational-machine” assumptions about the organization. 
Many of the so-called principles of management (Massie, 1965) reveal what classical- 
oriented work design premises would be: a high use of the division of labor, coupled with 
direct supervisory controls, supplemented with formal rules where worker contribution to 
the work is simple labor. All would lead to the desired outcome—efficiency. This sort of 
premise would lead work designers to construct jobs where there was high task 
simplification and low task difficulty, variety, cycle time, required interaction, outcome 
information, importance, and discretion—very, very routine, repetitive, simple jobs. 

It is not difficult to guess what the outcomes of such a design would be. Output would 
occur at a steady rate of standard quality. On the personal side, the jobs would be 
experienced as low in all perceived job dimensions. Job holders under such circumstances 
would, individual differences aside, very likely feel their work is not very meaningful, not 


1. Recall that Hackman postulated that outcomes would in part depend on workers’ “need for growth.” Research 
on this, however, is at present inconclusive (Brief and Aldag, 1975; Schuler, 1977). Dunham (1977), in fact, 
suggests that distracting environmental (organizational) factors may confuse this issue. 
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Personal Outcomes 
1. Work motivation 
2. Job satisfaction 


3. Personal learning 
and growth 


4. Career orientation 
and identification 


Critical Psychological ; 
States ! 5. Loyalty/commitment Organization Outcomes 


a. Meaningfulness | a. Effectiveness 


b. Understanding of b. Climate 


: Work Outcomes 
effectiveness 


1. Quantity of work 


c. Responsibility (productivity) 


2. Quality of work 


3. Personnel measures 
(absenteeism, turnover, 
grievances, job 
tenure, etc.) 


4. Innovativeness and 
change acceptance 


Figure 7-8. Personal, work, and organizational outcomes of work design 


understand how effective they are, and tend not to feel very responsible for the results of the 


tasks they do. (Picture yourself as being eight years into a life-long job as a feather plucker of 
chicken backs.) 


DESIGNING WORK: THE MANAGEMENT OF JOB STRUCTURING 


Up to this point we have reviewed and related a host of ideas found to be relevant to work 
design. The question that is now pertinent is, “How do we do it?” In this section we shall 
outline and illustrate the process of designing work; that is, what designers might do to 
structure jobs. As we launch into this, let us recall why work design is so fundamental to 
organization design. 


Work Design and the Organizational System 


Organizations are systems with a purpose that exist and function because they have 
members who do things. That is, members behave in ways that help achieve organizational 
purposes. Jobs define and directly give direction to member behavior. 

Studies in organizational behavior consistently show that prescribed tasks account for the 
bulk of observed behavior. Work design is therefore an activity under managerial control 
that offers alternatives which will contribute in a major way to the nature, shape, and 
functioning of the organization. These two facts—that work design is manageable and that 
it strongly guides worker behavior—imply the fundamental importance of our topic. 
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Work Design as a Process 


What is the process by which jobs are structured or restructured? What follows will hardly 
contain any surprises after reading earlier sections. The process can be outlined by a series of 
questions, which if answered in order will result in work design. 


e What is the prevailing managerial philosophy? 
Have any design premises been developed from this philosophy? 
e What are the organizational purposes? 
What are the desired organizational outcomes? 
What personal and work outcomes are consistent with organizational outcomes? 
e What are the constraints that derive from technology? 
e What are the constraints that derive from the people available to be or who already are 
members? 
e What is the nature of the organizational design variables other than work design? 
e Given a desired personal and work outcome, what perceived jobs are appropriate? 
e What combination of tasks and their characteristics can be constructed so that the 
perceived jobs desired will occur? 


Note that these questions begin by initially focusing on constraining factors, then move 
backward through Figure 7-2—from outcomes to work design. Note too that each of the 
above questions actually encompasses several others, those prompted by the ideas found 
useful for each of the general stages of our reasoning (for example, the several types of work 
outcomes). 


An Example of Work Design 


‘To clarify this process, let us consider an example. What sort of jobs might be appropriate 
for a fast-food franchise outlet? Profits accrue in this low-profit-margin business as a result of 
high-volume, standardized food, and quick, efficient service over long hours. The 
technology of fast-food chains is well known. Large batches of output are continually 
produced, with holding devices near a multiple-station service counter. Customers trade off 
a wide menu and personal service for promptness, price, and some self-servicing. 

The low-profit margin requires a low labor cost (fixtures, property, equipment, and raw 
materials are relatively expensive and fixed). The people constraint is in the type of person 
who will work for minimal wages on a shift basis with little or no expectation of wage 
increases (we will speak about management in a moment). Students are the obvious labor 
pool. Labor costs include management too, so keeping the number of these jobs to a 
minimum is also desirable. 

Little in the way of personal outcome is necessary—beyond some minimal work 
motivation. On the work outcome side, productiveness is very necessary and entails enough 
quality consciousness so that courteous service results. Other work outcomes, however, are 
probably irrelevant. Minimal levels of the three critical psychological states can therefore be 
supported. That 1s, the six perceived job dimensions can all be allowed to remain low. Thus 
the structure of all jobs will be toward the simple routine-specialized end of the job structure 
continuum. So because of student workers (working on shifts for low wages and expected to 
turn over a lot), the cost of errors, the necessity of learning jobs quickly, and the large span 
of control to keep administrative wage costs down, the organization will rationally end up 
with very carefully, tightly designed, small scope jobs for workers. 
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At the same time, the job of the manager will also be relatively well rationalized, although 
with considerably more importance, discretion, and variety. Since the manager is the 
continuing thread in this kind of business, his or her job must be designed to be much more 
responsible, effective, and meaningful. The technology and organizational control devices 
are typically well defined, and the size of the firm reduces the importance of structure. 
Managers are in a position, however, to self-construct many aspects of these work designs so 
that their perceived jobs result in high degrees of the three critical psychological states. 
Therefore we predict that those personal and work outcomes that contribute to a successful, 
surviving business—loyalty, high work motivation, job satisfaction, career identification, 
innovativeness, tenure, and so forth—will most likely occur also. 


What Does the Example Mean? 


Our fast-food franchise business example contains two important points for us to consider. 
First, as we have already said, work design is complex, and it requires a lot of informed 
judgment to effect (there is no single, simple formula). Second, work design is a process that 
is highly interdependent on other organizational design variables, constraints, and purposes. 
While this example was chosen because it would be familiar to most readers, it was also 
simplified by not speaking to environmental matters. In reality, of course, things 
change—even in stable industries. People and technologies are never static, and even 
so-called stable environments are observed to change somewhat over time. 

In recent decades, as the interest in work design has increased, there have occurred several 
changes in the nature of the work force and in other ways—changes that have prompted 
work designers to invent and experiment. More and more, designers are testing alternatives 
to the bureaucratically extreme division of labor, and hence small scope jobs. It is to these 
contemporary developments in work design that we now turn. 


CONTEMPORARY EXPERIMENTS IN WORK DESIGN 


“Tt looks like work redesign . . . is to be the darling of the 1970's” (Hackman, 1975: 97). 
If Hackman is correct, it is probably because work is of central importance both for 
individuals and for society at large. 


That importance is basically instrumental: work is engaged in primarily for the sake of its product, 
the goods and services that it generates. But it is no less true that work is often valued for its own 
sake, that for many people it meets the need for meaningful activity, as defined by others and as 
experienced by themselves. For many others, however, the work experience is unpleasant and is 
marked with severe disadvantages. These people persist at work only because they see no 
alternative way to meet basic needs. If this is both obvious and undesirable, it follows that we should 
be concerned with ways to make work more meaningful and satisfying, and to do so without 
paying an unacceptable social price in terms of diminished quantity or quality. [Kahn, 1974: 199] 


The reason work design is capturing the fancy of practitioners and scholars alike is simply 
because it appears to offer the means of rehumanizing the experience of work. The necessity 
for this has been discussed in Chapter 6, so we will not repeat it here. Rather let us note the 
several ways in which work design is being experimented with at the present time to make it 
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TABLE 7—2 STAGES IN WORK-DESIGN DEVELOPMENT 


1. Job rotation 
(Task characteristics affected: task variety)* 
2. Job enlargement 
(Task characteristics affected: task simplification, task cycle time) 
Job nesting 
3. Job enrichment 
(Task characteristics affected: task difficulty, task discretion) 
Flexitime 
. Work modules 
(Task characteristics affected: task importance and task required interaction) 
Social-technical redesign 
Autonomous work groups 


Lb 


*Task characteristics in this table refer to those listed in Figure 7-6. In most cases previously noted 
characteristics are implied in subsequent stages; that is, task variety from stage 1 is to be added to 
those of stage 2, and so forth. 


more “meaningful” and “satisfying.”? Table 7—2 outlines the historical appearance of 
various stages in the development of work design. 


Job Rotation 


One of the first attempts to provide job rotation simply involves two or more workers 
exchanging jobs on some regular basis. The reasoning is straightforward. Having a chance 
to perform a set or series of related, simple, and routinized jobs supposedly increases task 
variety, reduces boredom, and enlarges skill repertoires. Job rotation thus provides a 
rudimentary on-the-job training. Practical experience with job rotation, however, tends to 
show little positive results—it is as easy to become bored with several simple, routine jobs as 
it is with one’s own. 


Job Enlargement 


Another early redesign experiment was termed job enlargement. Here the scope of “doing” 
was increased. That is, more tasks of a similar type were added to the original set of 
tasks—so-called horizontal job scope. Whereas the purpose of earlier job-enlargement 
efforts was again primarily to reduce boredom and alienation, note that other work 
characteristics are affected. While task variety increases, task simplification and task cycle 
time also tend to be altered by decreasing and lengthening them, respectively. Work 
experiments in job enlargement sometimes have led to job nesting (Ford, 1973). The 
familiar practice of job pooling—where workers who perform similar tasks are located 
together, such as a secretarial pool—is the opposite of job nesting, geographically locating 
together people whose work complements or mutually supports one another. 


Job Enrichment 


Job enlargement was quickly followed by design experiments in job enrichment. Work is 
“enriched” by moving control of both work methods and work scheduling to the worker. 


2. While we speak of “experiments” here, do not conclude that they are rigorously constructed or executed in a 
scientific sense. We are speaking, after all, of attempts to effect and assess change under real-world conditions, not 
ina highly controlled laboratory setting. Still, they are experiments in the sense of being based on good theorizing 
and careful evaluation. Actually, scores of companies have been involved to some extent, among them such 
prominent firms as: Texas Instruments; Corning Glass Works, IBM; AT&T; Procter and Gamble; Bankers 
Trust; Merrill, Lynch, Pierce, Fenner and Smith; Donnelly Corporation; Imperial Chemical Industries, Ltd.; 
Maytag; Motorola; Gaines Food Company; and Buick. 
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Job enrichment therefore involves increasing job scope to incorporate what previously were 
management functions—planning and direction (Paul, Robertson, and Herzberg, 1969). 
For instance, new task characteristics are tapped through enrichment. Task difficulty and 
task discretion are both increased. It should be noted too that both job enlargement and job 
enrichment have the potential of affecting the characteristic of task outcome information 
too, as more and more “whole” tasks are involved. Job enrichment has led to one particular 
experiment that is attracting a lot of interest: flexitime (Elbing et al., 1975). Flexitime simply 
involves suspending regular hours of work attendance in favor of individualizing scheduling 
of worker hours—within various requirements of interaction and cooperation, of course, and 
as long as the prescribed work output occurs. Obviously not all types of jobs lend themselves 
to a flexitime approach. For example, jobs tied to customer services or machine-paced work 
would not. 


Work Modules 


Most work redesign efforts are concerned with the “goodness-of-fit” between worker 
characteristics and the properties of the job and work environment (French et al., 1971). 
Experiments in increasing the scope of jobs vertically and horizontally, together with 
experiments in varying hours of work, have culminated in the concept of the work module 
(Kahn, 1974). Defining one’s own job is central. A work module is built on the task-time 
unit (the smallest allocation of time to a given task that is sufficient to be economically and 
psychologically meaningful). When jobs are defined in terms of time-task units and workers 
provided with their choice, basically self-constructed jobs result. Where the modular 
allocation of work is applied to sets of jobs, opportunities for work-group experiments exist 
that dramatically affect at least two task characteristics: task importance and task required 
interaction. 

“Autonomous work groups are work structures where members regulate their behavior 
around relatively whole tasks” (Cummings and Molloy, 1977:21). Autonomous work 
groups derive from and are intertwined with sociotechnical systems theory (Cummings and 
Srivastra, 1976). Task performance requires both a technology—tools, techniques, and 
methods—and a social system that relates people to the technology and to each other. 
Structuring these two independent yet correlative elements into an integrated system is the 
essential issue sociotechnical systems theory addresses. Open systems are self-regulating — 
hence the autonomous work group. Cummings and Molloy (1977: 25-26) reason thusly, 


. . . Autonomous work groups offer at least two advantages over more traditional task designs at 
the individual job level. First, many production processes require interdependent tasks that exceed 
the capacity of single man-machine systems. Designing individual task structures does not account 
for necessary interactions across separate jobs. Rather, grouping interdependent jobs into relatively 
whole task groups provides the interaction needed for goal achievement. Second, the traditional 
method of decomposing production processes into their simplest, elementary parts and then 
specifying in detail the behavior of these parts results in task designs that are not responsive to 


3. The traditional approaches to goodness-of-fit have held jobs inviolate and instead have attempted—through 
recruitment, selection, and training—to fit persons to jobs. Changes in the work force as well as poor outcome 
results then forced attention to altering jobs too. 
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internal control or to workers’ needs for autonomy. These task structures, usually at the 
man-machine level, require an external control apparatus to coordinate the separate parts and to 
counter variances that arise both within and across parts. This additional control structure requires 
coordination and produces its own variances, which leads to a next higher-level control system, and 
so on. An effective method to counter this segregative tendency is to stop the decomposition and 
task specification process at the group, rather than the individual job level. This allows for the 
selection and linkage of individual operational units into relatively whole task groups. It also leaves 
the specification of individual jobs free to vary with the control and task needs of the system. Thus, 
the group is provided with the necessary freedom to respond to variances from goal achievement, 
and workers are given sufficient autonomy to master their task environment. Given these 
advantages, autonomous work groups are a viable alternative to traditional methods of successive 
decomposition and complete specification task design. 


A large number of cases have described sociotechnical reforms and more or less fully 
autonomous work groups (for example, Walton, 1975; Davis and Trist, 1974; Katzell et 
al.,1975). While the excitement mounts, the evidence is surely not all in.* When we inquire 
into outcomes of work groups additional factors come into play, not the least of which are 
the cohesiveness and collaboration of the group (Dailey, 1977). 


SUMMARY AND CONCLUSION 


This chapter has introduced one of several organizational design variables: work design. As 
with other aspects of organizational design, work design is a fairly messy topic. The naive 
and simplistic early approaches have stimulated a host of conceptual and research 
efforts—efforts intended to provide a greater understanding of, and greater control over, a 
major level of organizational affairs. This concluding statement has emphasized the 
differences between perceived job and managerial designated work design, the influence of 
moderating factors on how work is experienced by job holders, as well as the many types of 
outcomes that occur. 

The two articles included in this chapter have presented up-to-date but quite different 
discussions of work design. Pierce and Dunham reviewed the historical record of the 
research on worker responses to work design. They concluded that a direct cause-and-effect 
relationship is too simple, that in fact a host of individual and nonindividual factors 
moderated the relationship. We learned that workers, for a variety of reasons, differently 
perceived the “objective” task (see Figure 7-4). Hackman’s article explored the psycho- 
logical states that moderated work design and both personal and work outcomes. He 
conceptually speculated that knowledge of results and experienced meaningfulness and 
responsibility mediated the dimensions of work design and the outcomes that could be 
expected. 

The introductory remarks previewed the articles by Pierce, Dunham, and Hackman and 
attempted to first show how they may be synthesized (see Figure 7—2). In this statement we 
have continued to emphasize the distinction between management-designated aspects of 
work design and those perceived by workers, as well as to carefully complete the lists of each 


4. A number of commentators are skeptically critical of work redesign, especially job enrichment (see Fein, 1974; 
Gomberg, 1973; Hulin and Blood, 1968). 
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(see Figure 7-7). Further, we have elaborated the outcomes to work design that worker 
responses result in. We have maintained, following Hackman, that there are both personal, 
as well as work, outcomes and that these in turn result in organizational outcomes. This 
statement has also indicated the historical development of work design, noting successive 
stages of redesign that have increased job scope in vertical and horizontal dimensions and 
redesigned jobs in relation to time, technology, and work teams. 

The story of work design is an unfinished one. To be sure, work design has become more 
humanized in the last decade, and at present there are energetic efforts to invent and study 
experiments in job scope and teamwork. For example, work redesign efforts have recently 
come to be recognized as a significant way to intervene in organizations to change them 
(Hackman, 1977). Interestingly, the use of work redesign in organizational development 
efforts was the spark that has furthered our thinking about who should be involved. 
Whereas experiments have steadily moved in the direction of greater worker control in jobs, 
the experimentation itself has until recently continued to be viewed as a managerial 
prerogative. Work modules and organizational change are changing this. Worker 
representative councils and union leaders are now forcing managers to face the issue of 
whether a top-down, inherently autocratic approach for achieving more participative, 
democratically controlled work design is consistent and practical (Calame, 1973; Katzell et 
al., 1975). 

Work design will clearly continue to deserve our attention in years to come. And yet it is 
only one of several variables we must consider. The concerns noted in the last paragraph in 
fact direct our attention to the organization design variable discussed in the next chapter: 
“Organizational Control.” 


Questions for Review 


1. What are some of the moderating factors on the work design-worker response 
relationship outlined by Pierce and Dunham (1969)? 

2. Review the differences between the historical and contemporary views of work design. 

3. Review the major discussion points with respect to task-design research made by Pierce 
and Dunham. 

4. Which core job dimensions are associated with which particular psychological states in 
Hackman’s job-characteristics model of work motivation? Define each of these core job 
dimensions and the associated psychological states. 

5. Present an overview of the general results that support the testing of the job-charac- 
teristics model of work motivation. 

6. Are there any unusual features in the job-characteristics model? If so, what are they? 

7. Summarize the general steps that might be followed by a change agent in carrying out a 
diagnosis, using the JDS. 

8. What is the intent of the principle of vertical loading, what are some ways this might be 
achieved, and what are the potential results? 

9. Certain attributes are considered characteristic of most autonomous work groups. 
What are these? Must they be present in all effective work designs? 

10. The choice of designing work for a group seems to be indicated when one or more of a 
number of conditions is present. Briefly describe these conditions. 


11. 
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What general questions would you ask to enable you to describe the process by which 
jobs are structured and restructured? 


Questions for Discussion 


. It was stated that the legacy of early design engineering and its “one best way” to 


design any job is one of contemporary management’s major myths. Is this really a myth? 
Do you think many managers still consider this view to be a reality? 


. “The historical evolution of work design has essentially been a story of an ever- 


elaborating way of thinking about it.” In your opinion, does this increased elaboration 
really add to the quality of work design or simply to a high degree of overintellec- 
tualized confusion on the part of managers? Would managers be better off using the old 
classical style? Explain. 


. Do you suppose it would have been possible for the pharaohs of Egypt to build their 


pyramids if they had paid active attention to such factors as “experienced meaningful- 
ness of the work’? Does this have anything to say about the personal and work 
outcomes? 


. Have you lived in a group setting in which tasks were assigned to each group member? 


If so, what were some of the difficulties you encountered in the allocation of, reaction to, 
and completion of, tasks? How could your new. knowledge of task design—and its 
effects—have helped that situation? 


. Do you think that the basic model of task design, as presented by Hackman, is valid and 


relevant for all cultural groups? If you were sent to manage a new industrial plant in a 
basically non-technological nation, how would you apply, adapt, and view these 
principles? 


. Hackman maintains that “employees who tighten nuts on aircraft brake assemblies 


. are much more likely to perceive their work as meaningful than are workers who 
fill small boxes with paper clips. . . . ” Is this a reasonable assertion? Reasonable or 
not, is it realistic? Does your personal experience with auto mechanics support or 
weaken this assertion? Do you think assembly line workers of an auto factory feel 
responsible for the safety of the eventual owner of the car? 


. How would you handle a situation in which half the potential members of an 


autonomous work group prefers to remain in their present routinized, simple—and to 
you, unsatisfying —jobs, rather than join the new group? What would you look for? 
What questions would you ask yourself and others? Whom would you ask? 


. What other factors can you think of, in addition to those mentioned in this chapter, that 


might moderate or affect the relationship between task design and worker response? 
What are your reasons for suggesting these? 


. Pierce and Dunham state that some workers respond more favorably to expanded task 


design than do others. Although there is currently no single, widely accepted 
theoretical explanation for this finding, what hypotheses might you offer for it? On 
what assumption do you make your hypotheses? 


. What cultural/sociological assumptions lie behind the inclusion of ‘experienced 


responsibility for outcomes of the work” as a critical psychological state? How have you 
experienced these assumptions or mores? 


8 
Organizations Control 


INTRODUCTORY REMARKS 


Organization designs need to include mechanisms for guiding resources and activities 
toward organizational goals. Taken together, such mechanisms make up the process of 
organizational control. As we know—and as we shall see in greater detail in this 
chapter—organizational control can take many forms. Typical forms include the hierarchy, 
rules and regulations, professional standards, and so forth. As we shall also see, control 
mechanisms are designed differently, depending on the design constraints. 

Organizational control has many meanings and has been interpreted in many ways. In the 
article by Tannenbaum, who has contributed more to our understanding of the problem 
than any single other person, control is viewed as the sum of interpersonal influence relations 
in an organization (also in Tannenbaum, 1968). In a similar vein, Etzioni (1965) finds it 
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useful to treat control in organizations as equivalent to power. Other than the power-influ- 
ence approach to control, organization theorists have also treated it as a problem in 
information flow (Galbraith, 1973; Ouchi and Maguire, 1975), as a problem in creating and 
monitoring rules through a hierarchical authority system (Weber, 1947; Perrow, 1972; 
Blau and Scott, 1962), and some have approached organizational control as a cybernetic 
process of testing, measuring, and providing feedback (Thompson, 1967; Reeves and 
Woodward, 1970; Sherwin, 1977). 

While we will consider questions of power and influence, of information flows, and of 
bureaucratic structure, we prefer to begin with a more simple-minded view of organiza- 
tonal control. As we will treat it, organizational control consists of the process of moving an 
aggregation of people toward a common objective. We will thus temporarily ignore the real 
problem, as we saw in Chapter 3, that most organizations do not have a single goal. Further 
we will assume, for the time being, that a workable form of goal integration has been 
achieved. We will see that power does not have to be present for control to exist—that there 
are ways to achieve movement toward a common objective without the use of influence or 
power. Similarly, we will see that explicit rules combined with a hierarchy of authority 
constitute only one form of organizational control, and that control can exist without them. 
All of these points of view, however, deal to some extent with information flows as a part of 
the process of control. We will therefore find that the informational point of view 1s a useful 
one for thinking about organizational control. 


The Reading 


In this chapter’s sole article, Arnold Tannenbaum discusses control in terms of both the 
individual and the organization. For him, control is defined as a process in which a person, 
group, or organization determines, or intentionally affects, what another person, group, or 
organization will do. Tannenbaum proceeds to examine the importance of organizational 
control for people. In particular, the control process serves a pragmatic function, actually 
guiding people’s behavior. Additionally, however, control has symbolic effects. As 
Tannenbaum puts it, “the exercise of control is charged emotionally.” 

The author next examines control as it is exercised—and felt—in a variety of 
organizational settings. An important aspect of his examination is the idea that the total 
amount of control in an organization 1s not fixed. Therefore, says Tannenbaum, if workers 
increase their level of control (or influence), this does not necessarily mean that managers’ 
control is reduced. His “control curves” are especially helpful in understanding this idea. 


Conclusion 


In essence, this chapter is concerned with several aspects of organizational control: 


What is the process called control? 

Are there different types of control? 

If so, what organizational circumstances encourage what type of control? 

In other words, what are the options available in designing a control system? 
What are the impacts of various control options? 
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CONTROL IN ORGANIZATIONS: INDIVIDUAL ADJUSTMENT 
AND ORGANIZATIONAL PERFORMANCE 


ARNOLD S. TANNENBAUM 


Man’s life in contemporary society can be character- 
ized largely as one of organizational memberships. Man 
commits a major portion of his waking hours to 
participation in at least one—and more often several— 
social organizations. His motivation, aspirations, his 
general way of life, are tied inextricably to the 
organizations of which he is a part—and even to some 
of which he is not. 

Organizations are of vital interest because one finds 
within them an important juncture between the indi- 
vidual and the collectivity. That man derives a great 
deal from organizational membership leaves little to be 
argued; that he often pays heavily for the benefits of 
organizational membership seems an argument equally 
compelling. At the heart of this exchange lies the 
process of control. 

Characterizing an organization in terms of its pat- 
terns of control is to describe an essential and universal 
aspect of organization, an aspect of organizational 
environment which every member must face and to 
which he must adjust. Organization implies control. A 
social organization is an ordered arrangement of indi- 
vidual human interactions. Control processes help 
circumscribe idiosyncratic behaviors and keep them 
conformant with the rational plan of the organization. 
Organizations require a certain amount of conformity 
as well as the integration of diverse activities. It is the 
function of control to bring about conformance to 
organizational requirements and achievement of the 
ultimate goals of the organization. The coordination 
and order created out of the diverse interests and 
potentially diffuse behaviors of members is largely a 
function of control. It is at this point that many of the 
problems of organizational functioning and of individ- 
ual adjustment arise. 


Control is an inevitable correlate of organization. 
But it is more than this. It is concerned with aspects of 
social life that are of the utmost importance to all 
persons. It is concerned with the questions of choice 
and freedom, with individual expression, with prob- 
lems of the common will and the common weal. It is 
related not only to what goes on within the organiza- 
tion but also with what the organization does in its 
external relations. It touches on the questions of 
democracy and autocracy, centralization and decen- 
tralization, “flat” and “tall” organizational structures, 
close versus general supervision, workers’ councils and 
joint management. 

The problems of control and conformity in organi- 
zations contribute to a serious dilemma. Organization 
provides order—a condition necessary for man to 
produce abundantly and live securely. Abundance and 
security in turn create opportunities and choice—con- 
ditions which form the basis for human freedom. Yet 
social order itself requires conformity and imposes 
limitations. Furthermore, the responsibility for creat- 
ing and sustaining order tends to be distributed un- 
evenly within organizations. Often it is the few who 
decide about the kind of order to which the many must 
conform. But regardless of how order is created, it 
requires the conformity of all or nearly all to organiza- 
tional norms. 

The magnitude of this problem as it applies to our 
economic institutions has been indicated by Berle and 
Means (1952): 


To the dozen or so men who are in control there is 
room for . . . [individual] initiative. For the tens of 
thousands and even hundreds of thousands of workers and 
of owners in a single enterprise, [individual] initiative no 
longer exists. Their activity is group activity on a scale so 


Abridged from “Control in Organizations: Individual Adjustment and Organizational Performance,” Arnold S. Tannenbaum, Administra- 
tive Science Quarterly, vol. 7, no. 2 (September 1962), pp. 236-40; 246-57. 


282 


CONTROL IN ORGANIZATIONS: INDIVIDUAL ADJUSTMENT AND ORGANIZATIONAL PERFORMANCE 


large that the individual, except he be in a position of 
control, has dropped into relative insignificance. 


And the trend, according to Barnard, is in the 
direction of greater concentration of control in the 
hands of fewer persons: 


There has been a greater and greater acceleration of 
centralization in this country, not merely in government, 
and not merely in the organization of great corporations, 
but also a great concentration on the part of labor unions 
and other organizations. There has been a social disinte- 
gration going along with this material development, and 
this formulation of organized activities implies payment of 
a price, the amount of which we are not yet able to assess. 
{[Barnard, 1951] 


This, perhaps, is one of the most crucial problems of 
social morality which we face in the age of massive 
organization, although the problem 1s not an entirely 
new one. We see it in Rousseau’s Social Contract, 
Freud’s Civilization and Its Discontents, Huxley’s Brave 
New World, Whyte’s Organization Man. And social 
and administrative scientists have become increasingly 
interested in this question, as indicated by the work by 
F. Allport, Argyris, Likert, McGregor, and Worthy. 
As a result, social researchers have applied themselves 
to the study of the problems of control, individual 
adjustment, and organizational performance, and a 
body of facts and hypotheses is growing. We would 
like to review some of these, drawing heavily upon the 
work done at the Institute for Social Research at the 
University of Michigan.! 


SOME DEFINITIONS 


Control has been variously defined, and different terms 
(e.g., power, authority, influence) are sometimes used 
synonymously with it. Its original application in busi- 
ness organizations derives from the French usage 


1. This article was made possible by funds granted by the Carnegie 
Corporation of New York. The statements made and views 
expressed are the responsibility of the author. I would like to thank 
Robert Kahn, Rensis Likert, Stanley Seashore, and Clagett Smith for 
their helpful suggestions. 


283 


meaning to check. It is now commonly used in a 
broader and perhaps looser sense synonymously with 
the notions of influence, authority, and power. We 
shall use it here in this broader way to refer to any 
process in which a person or group of persons or 
organization of persons determines, 1.e., intentionally 
affects, what another person or group or organization 
will do. 

Control, of course, may operate very specifically, as, 
for example, a foreman’s specifying how a subordinate 
will do a particular job. Or it may operate more 
generally, as, for example, the determination of orga- 
nizational policies or actions. Control may be mutual, 
individuals in a group each having some control over 
what others will do; or it may be unilateral, one 
individual controlling and the others controlled. We 
ascribe power to an individual to the extent that he is in 
a position to exercise control. Authority refers to the 
right to exercise control. If by freedom we mean the 
extent to which an individual determines his own 
behavior, being controlled can be seen in general to 
relate inversely to freedom. The more an individual’s 
behavior is determined by others (i.e., is controlled), 
the less an individual is free to determine his own 
course of action. 


IMPLICATIONS FOR 
INDIVIDUAL ADJUSTMENT 


The elementary importance of control to people can be 
seen in the fact that every act of control has two 
imphcations: pragmatic and symbolic. Pragmatically, 
control implies something about what an individual 
must or must not do, the restriction to which he is 
subject, and the areas of choice or freedom which he 
has—whether, for example, a worker is transferred to a 
new machine or stays on the old, whether he is 
classified into a $1.75 or a $2.00 wage category, 
whether he is free to talk, smoke, rest, slow down, or 
speed up while on the job. These pragmatic implica- 
tions are often of vital importance to the controlled 
individual as well as to the individual exercising power. 

Control also has a special psychological meaning or 
significance to the individuals involved. It may imply 
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superiority, inferiority, dominance, submission, guid- 
ance, help, criticism, reprimand. It may imply (as some 
students of control argue) something about the manli- 
ness and virility of the individuals involved. The 
exercise of control, in other words, is charged emo- 
tionally.” 


CONTROL AND PERFORMANCE 


Variations in control patterns within organizations 
have important—and in some cases quite predictable— 
effects on the reactions, satisfactions and frustrations, 
feelings of tension, self-actualization, or well-being of 
members. They also have implications for the perfor- 
mance of the work group and for the organization as a 
whole. 

This can be seen in the plight of the first-line 
supervisor who sometimes finds himself in the an- 
omalous position of being a leader without power. The 
first-line supervisor is often referred to as the man in 
the middle. He is often caught, as an innocent by- 
stander, in a serious cross fire. In effect he may be a 
messenger transmitting orders from above. On the one 
hand, he must bear the brunt of resistance and 
expressed grievances from below and, on the other, 
must suffer criticism from above for the failure of his 
subordinates to conform to expectations. The serious- 
ness of this situation is compounded by the fact that 
orders coming from above are often formed without 
the advantage of adequate knowledge of conditions at 
lower levels. The powerless supervisor lacks effective 
means of gaining the confidence of his men, of 
understanding their views, and of transmitting this 
important intelligence up the hierarchy. The orders 
which he is responsible for relaying, then, are often the 
least likely to gain full acceptance, thus making his 


2. The criticism which labor groups have sometimes hurled at 
human relations research in industry is in larger measure a criticism 
concerning the emphasis which this research has placed on the 
psychological or symbolic rather than the pragmatic aspect of 
control. The human relations approach, the argument goes, is not so 
much concerned with what decisions are made by management nor 
with the implications of these decisions for the welfare of the 
workers, but rather with how these decisions might be conveyed to 
workers so as to facilitate their acceptance. See, for example, “Deep 
Therapy on the Assembly Line,” Ammunition, 7 (1949), pp. 
47—51. 
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position all the more untenable and that of his subordi- 
nates all the more difficult. The powerless leader can do 
little in the hierarchy on behalf of his subordinates or 
himself and is relatively helpless in the face of many 
serious problems which confront him and his work 
group. This is illustrated by the research of Pelz, who 
shows that unless the supervisor is influential with his 
own superiors, “good” supervisory practice on his part 
is not likely to make much difference to subordinates. 
Subordinates are more likely to react favorably to 
“good” and adversely to “bad” supervisory practices if 
the supervisor is influential in the company (Pelz, 
1952: 3-11). 


TOTAL AMOUNT OF CONTROL 
IN AN ORGANIZATION 


Many administrators seem to face a serious problem in 
their understanding of supervisory-subordinate rela- 
tions. They often assume that the amount of control 
exercised by members of a group or organization is a 
fixed quantity and that increasing the power of one 
individual automatically decreases that of others. There 
is good reason, however, to question this conclusion. 
The total amount of control exercised in a group or 
organization can increase, and the various participants 
can acquire a share of this augmented power. Con- 
versely, the total amount of control may decrease, and 
all may share the loss. This is illustrated in everyday 
social situations—friendships, marital relations, as well 
as supervisory-subordinate interactions. One can easily 
picture the laissez-faire leader who exercises little 
control over his subordinates and who may at the same 
time be indifferent to their wishes. He neither influ- 
ences nor is influenced by his men. A second supervisor 
interacts and communicates often, welcomes opinions, 
and elicits influence attempts. Suggestions which sub- 
ordinates offer make a difference to him and _ his 
subordinates are responsive, in turn, to his requests. To 
the extent that this may contribute to effective perfor- 
mance—and we have reason to believe that it does if the 
supervisor also has influence with his manager—the 
group itself will be more powerful or influential. The 
manager under these circumstances is more likely to 
delegate additional areas of decision making to the 
group, and he, in turn, will respect and be responsive to 
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the group’s decisions. To the extent that the organiza- 
tional hierarchy, from top to bottom, is characterized in 
these terms, we have a more highly integrated, tightly 
knit social system. We have, in the terms of Rensis 
Likert (1961), a more substantial 
influence system.” 

The importance of the notion of “total amount of 
control” and of the “interaction-influence system”’ is 
illustrated in an analysis by Likert (1960) of data 
collected in thirty-one geographically separated de- 
partments of a large industrial service organization. 
Each of the departments did essentially the same work, 
and careful records of department productivity were 
kept by the company. Nonsupervisory employees 
were asked the following question in a written ques- 
tionnaire: “In general, how much say or influence do 
you feel each of the following groups has on what goes 
on in your department?” Answers were checked on a 
five-point scale from “little or no influence” to “a very 
great deal of influence.” Employees answered this 
question relative to the following groups within their 
departments: the department manager, the supervi- 
sors, the men. Likert then divided the 31 departments 
into three groups according to their level of productiv- 
ity. Figure 8—1 shows the average responses of the 
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departments to the question for the third highest in 
productivity and for the third lowest in productivity. 

According to these employees, not only did they 
have more influence as a group within the high- 
producing departments, but so did the supervisors and 
managers. Likert’s (1960) analysis of these depart- 
ments suggests that the social systems differed in the 
high- and low-producing departments. The former 
was characterized by a higher total amount of control, 
by a greater degree of mutual influence. “The high- 
performing managers have actually increased the size 
of the ‘influence pie’ by means of the leadership 
processes which they use. They listen more to their 
men, are more interested in their men’s ideas, and have 
more confidence and trust in their men.” There was a 
greater give-and-take and supportiveness by superiors, 
a higher level of effective communication upward, 
downward, and sideward. This all contributed to a 
greater sensitivity and receptivity on the part of each 
organization member to the influence of others—supe- 
riors relative to subordinates and subordinates relative 
to superiors. There was in all cases a higher level of 
mutual influence and control and a more likely inte- 
gration of the interest of workers, supervisors, and 
managers. Under these circumstances, the high level of 
influence among workers was not a threat to manage- 
rial personnel. On the contrary, it was part of a process 
leading to more effective organizational performance 
(Likert, 1960). 

It is interesting to see that similar findings occur in 
several other types of organizations. In a study of four 
labor unions, for example, we found that the two more 
effective, active, and powerful unions had the highest 
total amount of control exercised by members and 
officers (Tannenbaum, 1956; Tannenbaum and Kahn, 
1958). The most powerful of the four unions had a 
relatively influential membership —but the leaders (the 
president, executive board, and bargaining committee) 
were by no means uninfluential. In this union, mem- 
bers and leaders were relatively more active. They 
attended more meetings, took part in discussions at 
meetings, communicated informally about union af- 
fairs, and heard and considered the feelings and ideas of 
others. Members and leaders influenced each other and 
in the process created effective concerted action. The 
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union “keeps management on its toes” as the personnel 
manager at the plant philosophically pointed out. In the 
least effective union, however, the members were 
relatively uninfluential in union affairs, and so were the 
leaders. A kind of laissez faire atmosphere prevailed. 
Members were not integrated and not tied together by 
bonds of interaction and influence. They were not 
really part of an organized system. The ineffectiveness 
of this union was illustrated by the comments of a 
union field representative: “If the company wanted to 
take advantage, they could make the people live hard 
here.” An old-timer of the local expressed his disillu- 
sionment: “We feel that it is not what it used to 
be. . . . Nothing happens to grievances. You can’t 
find out what happens to them—they get 
lost. . . . The [bargaining] committee doesn’t fight 
anymore.” The differences between the most powerful 
and least powerful union in their distributions of 
control as reported by members is shown in Figure 8-2. 
Although the wording of the question in this study is 
somewhat different from that of the industrial service 
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Source: From A. S. Tannenbaum and R. L. Kahn, Participation in Union Locals 
(Evanston, Ill.: Row Peterson, 1958), p. 162. 
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TABLE 8—1 AMOUNT OF INFLUENCE EXERCISED 
BY THREE LEVELS AS PERCEIVED BY THE MEN 
IN TWO PLANTS? 


Level Old Plant New Plant 
Men 2.64 3,42" 
Foremen 2.42 SHE hes 
Front office 4.56 4.48 


®The following questions were employed: 

Questions: ‘In general, how much do you and the other men of your work group 
have to say about how things are done?”’ 

Responses: 5—“‘Our foreman gives us a great deal of say in how things are 
done.” .. . 1—‘‘Our foreman gives us hardly any say at all in how things are 
done.” 

Question: ‘In general, how much do you think the foremen have to say about how 

things are done in this plant?” 

Responses: 5—‘‘They have a great deal of say." . . . 1—‘‘They have very little 
say or no say at all.” 

Question: ‘In general, how much say do you think the men in the front office of 
this plant have in how things are done in this plant?” 

Responses: 5—"'They have a great deal of say in how things are done in this 
plant.” . . . 1—“‘They have very little or no say at all in how things are done in 
this plant.” 

*Differences significant beyond the .001 level of confidence. 


SOURCE: Adapted from Automation and the Worker: A Study of Social Change in 
Power Plants by Floyd C. Mann and L. Richard Hoffman. Copyright © 1960 by 
Henry Holt and Company, Inc. Reprinted by permission of Holt, Rinehart and 
Winston. 

organization study discussed, the implications are very 
similar.? 

Mann and Hoffman (1960) applied a similar meth- 
odology in studying some of the effects of automation 
in a power plant. They illustrated, through a compari- 
son of a new, highly automated plant with an older, less 
automated one, how changes in technology might 
affect the social structure of a plant, including its 
patterns of control, worker responsibility, and level of 
morale. Fewer employees operated the new plant, 
although the ratio of nonsupervisory to supervisory 
personnel was about the same. The jobs in the new 
plant required more knowledge and responsibility of 
the workers, and, as Table 8—1 illustrates, the patterns 
of control in the two plants differed too. According to 
the workers (and supervisors were in essential agree- 
ment), the new plant was characterized by more 
control than the old. 

The difference between the plants is particularly 
interesting at the foreman level. In the new plant, 
foremen were judged to have more influence than the 


3. Question in union study: “In general, how much do you think the 
president [membership, plant bargaining committee, executive 
board] has to say about how things are decided in this local?” 
Responses ranged on a five-point scale from “a great deal of say” to 
“no say at all.” 
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men; in the old, less. Nor was the more powerful 
supervisor considered a threat to the workers in the 
new plant. Despite—or should we say, because of— the 
greater influence of foremen together with that of the 
men, the men reported less often that their foremen 
treated them like inferiors, that he was a “driver” of 
men, that he was “bossy,” or that he said one thing and 
did another. They reported more often that the 
foreman tried to get ideas from the work group, that he 
was a warm and friendly person, that he would “go to 
bat” for the men, and that he was a “leader” of men. 
When all the responses are taken into consideration, 66 
percent of the men in the new plant and 36 in the old 
report that they are very satisfied with their immediate 
supervisor. The new plant is a more tightly integrated 
social (as well as physical)system. Workers feel more a 
part of a work group and feel free to call on others in 
the work group for help with job problems. There is a 
higher degree of interdependence between foremen 
and men and to some extent among the men them- 
selves. The foremen in the plant have more influence 
than their counterparts in the old—and so do the men. 

Results from an unpublished study of forty insur- 
ance agencies show the same direction. D. Bowers and 
S. Seashore compared twenty insurance agencies high 
in sales volume with twenty agencies low in volume. In 
the high-producing agencies, the general agents, the 
district agents, and the sales agents as a group were all 
reported to have more influence in their agencies than 
were their counterparts in the low-producing agencies. 

The clerical experiment discussed previously 
yielded similar results. The increased control which the 
clerks reported was not accompanied by a correspond- 
ing decrease in the control attributed to supervisory 
and managerial personnel. The total amount of control 
reported by clerks increased, accompanied by a more 
effective social system. Not only did morale increase in 
this group, but so did motivation and productivity.* 

Interestingly, the kinds of relationships suggested by 
these data apply in a voluntary organization too, as 


4. Productivity also increased in a contrasting experimental group 
within the company under conditions of lowering the amount of 
control exercised by clerks. Here, however, clerk morale, loyalty, 
and motivation decreased. Considerable tension was felt in this 
group, and it gave the appearance of high instability. There is serious 
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indicated by research in over one hundred geographi- 
cally separate local Leagues of Women Voters (Tan- 
nenbaum, 1961: 33-47). The effectiveness of each 
local league was rated by a group of judges in the 
national office, and a sample of the members and 
leaders in each was then asked several questions 
relating to control within their organizations. The 
results indicate that members in effective leagues 
exercised more control than did their counterparts in 
ineffective leagues, but leaders did not exercise less. A 
greater total amount of control was ascribed to effec- 
tive leagues than to ineffective ones. 

While these results from a variety of organizations 
seem to suggest an important hypothesis connecting 
the total amount of control and organizational perfor- 
mance, our research findings are not completely con- 
sistent on this point. A recent study of thirty automo- 
bile dealerships, for example, did not reveal any 
relationship between criteria of effectiveness (includ- 
ing growth in sales during the past year) and the total 
amount of control within the dealership as reported by 
salesmen. The automobile sales agency may present a 
somewhat different social structure in which “individ- 
ual enterprise” and competitive behavior among sales- 
men is more at a premium. We do not know what the 
effect would be if agencies were structured more like 
the typical business organization with greater emphasis 
on coordination and cooperative effort. The total 
amount of control might be greater under these 
conditions, and this variable might prove, under these 
circumstances, to have important implications for ef- 
fective performance. 


CONCLUSION 


American management is dollar cost conscious. Many 
managers are also aware of the costs of organized 
productive effort which cannot be calculated immedi- 
ately in terms of dollars and cents. These are the 
human costs of organization, costs paid by members 


doubt that this type of system could sustain itself as well as the other 
for an extended pericd under conditions which prevail in American 
society. See R. Likert, “Measuring Organizational Performance,” 
Harvard Business Review, 36 (1958), pp. 41-50, and New Patterns of 
Management (New York, 1961), Ch. 5 and 6. 
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and ultimately by society as a whole. Nor are they 
simply in terms of the dissatisfactions which industrial 
man faces. They may be paid in terms of the shaping of 
his very personality. The evidence on this is not very 
clear, but we have reason to believe that adult person- 
ality may change as a result of persistent conditions in 
the environment. The nature of man’s experiences in 
an organization can affect his general mentality and 
outlook on life. In the clerical experiment described 
above we saw evidence of slight changes in personality 
after a year’s exposure of clerks to different patterns of 
control. These changes were in the direction of 
increasing the “fit” between the worker’s personality 
and the nature of the control structure (Tannenbaum, 
1957: 404-6). Notorious “brainwashing” methods 
represent the ultimate in the process of institutionalized 
personality change, and we see illustrated in the fiction 
of Orwell and Huxley the psychological bludgeoning 
of individual personality into a perfect fit to the 
institutions of a “hypothetical” society of the future. As 
Huxley (1953: 16) puts it, “Round pegs in square 
holes tend to have dangerous thoughts about the social 
system and to infect others with their discontent.” 
Organizations cannot often tolerate deviants, and there 
are pressures, sometimes subtle, on deviants to change. 
Organizations in a democratic society present a 
seeming dilemma. As Geoffrey Vickers puts it, 


We are forever oscillating between two alternatives 
which seem mutually exclusive—on the one hand, collec- 
tive efficiency won at the price of individual freedom; on 
the other, individual freedom equally frustrated by collec- 
tive anarchy. Those who believe in a middle way which is 
more than a compromise do so in the faith that human 
beings are capable or can become capable of social 
organization which is both individually satisfying and 
collectively effective; and they have plenty of evidence for 
their faith. On the other hand, our knowledge of the laws 
involved is still rudimentary. [Vickers, 1957] 


Middle ways are sprouting up around the globe 
today. The work council systems in Yugoslavia, in 
Germany, France, Belgium, England, though differing 
radically in character and effectiveness are, within their 
respective cultures, experiments in the middle way. 
We have our Scanlon plans, profit-sharing and sugges- 
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tion schemes, as well as varying degrees of participative 
management. However, our knowledge of the effects 
of these systems is, as Vickers says, rudimentary. 

If the clues provided by our research so far are 
substantiated, the middle way will have to take into 
account the important facts about control: how control 
is distributed within an organization, and how much it 
all amounts to. Patterns of control—as they are per- 
ceived by organization members, at least—are tied 
significantly to the performance of the organization 
and to the adjustments and satisfactions of members. If 
our research leads are correct, the more significant 
improvements in the human side of enterprise are 
going to come through changes in the way organiza- 
tions are controlled, and particularly through changes 
in the size of the “influence pie.” This middle way 
leans on the assumption that influential workers do not 
imply uninfluential supervisors or managers. This is a 
relatively novel assumption for many managers who 
have been weaned on the all-or-none law of power: one 
either leads or is led, is strong or is weak, controls or is 
controlled. Disraeli was no less influential a leader, 
however, for having questioned this when he said, “I 
follow the people. Am I not their leader?” And, 
managers who in their behavior question the all-or- 
none principle do not seem less influential for it. 

Our middle way assumes further that the worker, or 
supervisor, or manager, who exercises some influence 
over matters of interest to him in the work situation, 
acquires a sense of self-respect which the powerless 
individual may lack. He can also elicit the respect and 
high regard of others. This is the key to good human 
relations. Supervisory training alone cannot achieve 
this any more than good intentions in bad organization 
can achieve it. The pattern of control in an organiza- 
tion, however, has a direct and profound effect on the 
organization’s human relations climate. Workers who 
have some sense of control in the organizations we have 
studied, are, in general, more, not less, positively 
disposed toward their supervisors and managers. And 
their managers are more positively disposed toward 
them. 

We assume further, with some support from re- 
search, that increasing and distributing the exercise of 
control more broadly in an organization helps to 
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distribute an important sense of involvement in the 
organization. Members become more ego involved. 
Aspects of personality which ordinarily do not find 
expression now contribute to the motivation of the 
members. Ihe organization provides members with a 
fuller range of experiences. In doing this, however, it 
creates its own dilemmas, similar in some respects to 
those described by Vickers. 

A first dilemma concerns the increased control to 
which the influential organization members may be- 
come subject. While he controls more, he is not 
controlled less. The loyalty and identification which he 
feels for the organization lead him to accept organiza- 
tional requirements and to conform to organizational 
norms which he might not otherwise do. We find 
evidence of this in the behavior of members of the 
effective union with high total control. Their behaviors 
were more uniform than were those of members in the 
ineffective laissez faire union (Tannenbaum and Kahn, 
1956: 536-45). Norms and pressures toward confor- 
mity existed in the effective union which were lacking 
in the ineffective one. Members in the effective union 
pay for the increased control which they exercise (and 
for the effectiveness of their organization) not only in 
terms of the greater effort that they put into union 
activities, but also by their greater sensitivity and 
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accession to controls within the union. An analysis in 
the thirty-one departments of the industrial service 
organization described revealed a similar phenomenon. 
Norms, measured in terms of uniformity in the behav- 
ior of workers, were more apparent in the departments 
having high total control than in those having low 
control. In these “better” departments, influence by 
the men as a group was greater, morale was more 
favorable, productive effort was higher, and so was 
uniformity (Smith et al., 1962). The exercise of 
control did not spare the controller from being con- 
trolled. The contrary may be true in effective organi- 
zations with high total control, where influence tends 
to be reciprocal. 

A second dilemma arises out of the increased 
involvement and motivation that are likely to accom- 
pany the exercise of control. While we see greater 
opportunity for human satisfaction in the middle way, 
the result is not simple felicity. Whenever man is 
highly motivated he may experience the pangs of 
failure, as well as the joys of success. He will know 
some of the satisfactions which come from a challenge 
met and a responsibility fulfilled. He may also feel 
frustration from the development of goals which are 
not easily reached. 


CONCLUDING STATEMENT 


So what can we assume about organizational control as a design variable? Tannenbaum’s 
control curves suggest that the control process is important to overall organizational 
performance. His discussion concerned degree, or amount, of control. But what about type? 
That is, do all situations call for the same kind of control? Do we find the same kind of 
control mechanisms for a canning plant, women’s boutique, baseball club, and research 
laboratory? Obviously the answer is mo. It is the purpose of the concluding statement to 
examine the different kinds of control options that are available to designers. 

We will first describe three basic “pure” types of organizational control. We call these 
types market, bureaucracy, and clan. Then we will consider the conditions under which each 
form is most appropriate. Having laid out the basic framework, we will next consider the 
implications of each control method for how people are treated in organizations. Finally we 
will raise the “loose-coupling” point of view, which argues that rational control mechanisms 
are often not feasible in organizations. 


THREE PURE TYPES OF ORGANIZATIONAL CONTROL: 
MARKET, BUREAUCRACY, AND CLAN 


Most of us who study organizations—as well as those of us who work in them—are well 
aware of hierarchical authority — both of rules and of performance measurements. These are 
the most highly visible and the most explicit techniques of organizational control. What we 
sometimes miss, however, is the fact that, in every organization, there are other, almost 
invisible but equally potent forms of control at work. The forms of control that we see 
almost all come under the category of bureaucratic control, while we miss the market control 
and the clan control that exist also. Let us consider a real-life example. 

The parts distribution division of a major company has an interesting problem. The 
purchasing department buys approximately 100,000 different items each year from about 
3000 different manufacturers, and it accomplishes this huge volume of work with only 22 
employees, of whom 3 are managerial level. On the other hand, the warehousing operation, 
which stores these items until they are ordered by a customer and then fills the customer 
orders, has about 1400 employees, of whom about 150 are managers. Now, why is it that the 
division employs so relatively few people to accomplish the very complex task of evaluating 
the quality and price of so many items, compared to the number of people required to store 
and then to distribute them? 

An intelligent person might observe that it simply takes more people to lift a box of 
widgets than it does to buy a box of widgets, and certainly that is so if the box is heavy —but 
only 22 people to make so many purchasing analyses and decisions? Others might guess that 
the purchasing officers are “professionalized,” with the result that each person can do more 
work and can do it without very much supervision, thus reducing the costs of control. Again, 
this is a good point, but probably insufficient to explain the large difference in number of 
people. Also, someone always points out that of course it takes a lot of supervision to watch 
over warehouse workers who have relatively dull, physically taxing jobs and who will not 
work hard without supervision. And of course it never takes much labor to staff a purchasing 
department, so this division is like any other one. Finally, it might be observed that both 
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activities require about the same level of staffing; the difference is that most of the work 
involved in purchasing is done by supplier firms, whereas most of the work involved in 
warehousing and distribution is done within the division. Again, good points, but let us look 
at them more closely. 


Control in the Warehouse 


Out in a warehouse, the “pickers” must pick out the proper items to fill an order from a 
customer, the “packers” must check the items to be sure that the order is as specified and 
then must pack them properly for shipping. And the foreman must see to it that the work is 
going along properly. What we are interested in is the control process that the foreman uses 
to get the work out. The foreman is engaged in an elaborate task. He gathers information 
concerning the flow of work by watching the actions of the workers, knowing from their 
behavior which workers are doing their jobs well or poorly. He confirms his observations by 
checking a record of output for each worker at the end of each day. From time to time, as he 
observes the pickers and packers at work, the foreman also will stop to inquire of a worker 
why he or she 1s doing a job in a particular way, instead of in a way which the foreman 
prefers. He may also ask someone to stop what he or she is doing and to do a different job 
instead. In some cases, he will angrily confront a “trouble maker” and demand that he or she 
behave as he directs. In all of these actions, the supervisor is working within a well-defined 
set of rules that prescribes both his behavior and that of the pickers and packers. He does so 
within both the formal limits of authority—given by virtue of his rank—and within the 
informal limits of authority —this latter granted to him by the workers as a result of their 
trust in and respect for him as an individual. Now, these formal limits of authority and of 
power are not an implicit thing: they are written down in black and white, and each 
employee, both picker and foreman, knows them by memory. Thus the mechanism of 
control is explicitly what organization theorists mean when they talk of “bureaucratic 
control.” 


Control in the Purchasing Department 


In the purchasing department, each purchasing officer does his or her work by sending out a 
description of the item desired to three or four different manufacturers, asking each one to 
quote a price for it. After the prices are in, the purchaser adds in any available information 
concerning the honesty, reliability, and past performance of the supplier. Having processed 
this information, the purchasing officer then decides to order from one of the suppliers. The 
supervisor occasionally consults with each purchasing agent to see if they need help. 
Further, the supervisor strictly reminds the purchasing agents that under no conditions are 
they ever to accept gifts of any sort from any supplier. Now what is the control mechanism 
here? 

There are indeed some rules concerning how the purchasing agents are to do their 
jobs—to that extent we could accurately describe the department as being bureaucratic in its 
control. The more fundamental process of control, however, is exercised in the fact that the 
purchasing agents are dealing in a very competitive market. There is literally a score of 
manufacturers competing for each contract that the company signs, and the effect of that 
competition is to assure that, for any specified item, the price will be as low as possible. To 
ensure an efficient mechanism of control, the supervisor needs only to guarantee that the 
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agents are not accepting higher-priced contracts in order to take side payments to line their 
pockets. The agents themselves can each accomplish a great deal of work because of the 
market. They do not have to go over a bid in detail, attempting to determine whether or not 
it is a “fair” price for the work required. All they need to do is compare prices, knowing that 
competitive pressure has guaranteed that the prices are “fair.” 

In short, much of the work has been performed in a separate firm—that of the 
supplier—and it is more efficient for the distribution division to “buy” this service than to 
perform it internally. The market mechanism enables the division to buy these services with 
a minimum of analysis and of staff work. 


Bureaucracies and Markets 


Our examination of the control mechanism employed in the purchasing department points 
up an important fact: the marketplace can serve as an alternative to a bureaucracy as a means 
of organizational control. It is a limiting case, of course, since a true market is as unattainable 
as a purely bureaucratic organization. Still, we can identify some important element of 
control as exercised by either a bureaucracy or a market. 


Bureaucracy as Control 


A bureaucratic mechanism of control depends fundamentally on the ability of the 
organization to specify rules concerning how people shall behave or levels of production that 
they must achieve. It also rests fundamentally upon the acceptance by all employees of the 
legitimacy of the hierarchy. Such acceptance gives superiors certain rights: first, to specify 
for subordinates what they shall do; second, to inspect their work closely in order to evaluate 
performance; third, to redirect their efforts as deemed necessary by the superior; and fourth, 
to decide on an ad hoc basis those questions for which no accepted rule exists. The critical 
elements of the bureaucratic control mechanism are therefore two: information and 
authority. The bureaucratic mechanism provides information to managers, to foremen, and 
to workers in the form of rules of behavior and rules of output to be achieved. These rules 
provide the capacity to move people toward the organization’s objectives, because they are 
backed up by legitimate authority. 


Market as Control 


A market also has two critical elements: information and reciprocity. In a market, the 
information that is transmitted is contained wholly in prices. A price is a single, summary 
statistic, which— ideally —exactly represents the underlying value of the good or service to 
which it is attached. In a perfect market, if you know the prices of the alternative goods that 
you might buy, you need know nothing else. Most specifically, you do not need to know any 
rules at all (see Arrow, 1974: 20). In our warehouse, for example, if we could attach the 
correct price to each job, and if the foreman could effortlessly assess the performance of a 
picker on each job (that is, know that the job has in fact been done as agreed), then he could 
simply pay each employee for each job done and do away with the whole bureaucratic 
apparatus. Unfortunately, the conditions necessary for a market to exist are almost never 
met in reality; prices are very sophisticated, compact pieces of information on the one hand, 
and on the other hand, we cannot always expect workers (or managers, doctors, or 
professors) to honestly report their level of performance (Williamson, 1975). Indeed, the 
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effort that would be necessary to run a market mechanism of control in our warehouse 
example would be so great that it might exceed the cost of running a bureaucracy. 

Asa pure model, never achieved in any real situation, a market represents a very efficient 
mechanism of control (Arrow, 1974: 1-29). A market needs only to have prices, 
reciprocity (Gouldner, 1961), and self-interest. Prices tell people which things they ought 
to do, self-interest gives them the motivation to do so, and reciprocity provides the minimal 
level of social control necessary to make exchange feasible. Gouldner (1961) has argued that 
across time and across societies only two social agreements, or norms, are universally found: 
these are the incest taboo and the norm of reciprocity. Both, he argues, are absolutely 
essential to the existence of a social collectivity. The norm of reciprocity, put simply, 
specifies that when someone does something of value for you, you are obligated to do 
something of roughly equal value in return. Also, the norm implies that if you fail to meet 
your obligations, you will suffer punishment from all members of the community, who will 
act to maintain the norm. 

Now, given a norm of reciprocity, you do not have to fear cheating or stealing, and with a 
price mechanism and a little self-interest, you have a mechanism of control that will guide 
behavior. Indeed, this market mechanism of control requires no supervisors or managers at 
all, since people simply choose to do those things that will maximize their profits or wealth. 
Thus it is vastly more efficient than a bureaucracy, with all of its layers of supervisors, whose 
job is to manage the rules and carry out the auditing and the redirecting that are necessary in 
a bureaucracy. 

Now we have solved our puzzle. We see why it is that the purchasing department can 
carry out its apparently immense task with so few people, compared to the number who are 
employed in warehousing. It participates in a market mechanism, which is a far more 
efficient mode of control than a bureaucracy. Prices are a much more compact and powerful 
means of communication than are rules. Yet, it is rare that true prices can be obtained, and 
for this reason the bureaucratic form is far more common as a technique of control. 


Bureaucracies and Clans 


Each of us who studies or who works in a large organization knows all about the “informal 
organization” (Blau, 1955; Blau and Scott, 1962: 89-99) that exists within each “formal 
organization.” The informal network of exchange, of assistance, of friendship that grows up 
in an organization can be a powerful influence on what actually happens (see, for example, 
Selznick, 1949; Gouldner, 1954). In a predominantly bureaucratic organization, these 
informal relationships can be an important secondary form of control. Indeed, this was the 
major discovery of the Hawthorne Studies (Roethlisberger and Dickson, 1939). This 
‘Snformal organization” represents something akin to a separate organizational culture, 
existing apart from the broader culture of the society. In many of the cases cited by 
sociologists and by organization theorists, this local culture is limited to the immediate work 
group or department. Typically, the local culture consists of a set of values or objectives and 
a set of beliefs about what causes what. These values (or ends) and beliefs (about means) are 
shared by all members of the culture or clan, and they are maintained through a series of 
rituals and ceremonies. 

Sometimes the elements of the culture are so widely shared that they are common to 
virtually all of the members of an organization. Such cases include the typesetters’ union 
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(Lipset, Trow and Coleman, 1956), the coal mine (Trist and Bamforth, 1951), the forest 
service (Kaufman, 1967), and the Japanese company (Nakane, 1973; Dore, 1973; Rohlen, 
1974). In these cases, the mechanism of control departs radically from the bureaucratic and 
market forms. The elements of control are basically found in the socialization process 
through which new members of the organization are molded until their values fit the values 
of the organization and their beliefs fit the beliefs of the organization (Davis and Lawrence, 
1977, note that organizational culture in Japanese companies accomplishes the same control 
that the elaborate matrix form does in U.S. firms, pp. 55—56). These values and beliefs are 
reinforced through rituals and ceremonies (Meyer and Rowan, 1977) or through stories and 
sagas (Clark, 1970). 

The result is that each and every member of the organization has firmly implanted 1n him 
or her a set of values and beliefs that cause them to behave in a way that will have the effect of 
moving the organization toward its objectives. Thoroughly unlike the warehouse, where the 
workers desire to act in ways that are harmful to the organization and thus must be 
monitored and commanded through an authority structure, the workers in a true clan have 
been taught to behave so that they desire to do that which the organization wants them to do. 

Compared to a bureaucracy, however, a clan is inexplicit about its means of control. 
Perrow (1972: 32) has noted that one function of rules in a bureaucracy is to serve as the 
organization’s “memory,” to pass along learned wisdom to new members. This memory 
works in a method that is highly explicit compared to the subtle, implicit, and almost 
invisible social understandings that comprise the mechanism of control in the clan. The 
advantage of the clan is that it can be far more subtle, more complex, and therefore more 
complete. In short, clan control can be more pervasive and greater in scope (Etzioni, 1965: 
669) in its implicit “rules” of behavior than can the bureaucracy. Because all of its rules must 
be explicit so that they are easily comprehended by any newcomer, the bureaucracy must 
limit itself to a relatively small set of rules. As a result, the bureaucracy must be incomplete 
in its specification of responses to possible problems, and it must be prepared for the top 
members of its hierarchy to assume the task of ruling on a large volume of “exceptions” to its 
small and inflexible set of rules. 

We have suggested that the bureaucracy is clearly inferior to the clan as a mechanism of 
control because the clan is so much more complete in its ability to specify responses to a 
complex world. We have also suggested that the bureaucracy is clearly inferior to the 
market mechanism because the market employs no managerial resources and is therefore 
most efficient as a method of achieving exchange. Given all this, however, we are left with an 
obvious question: why is the bureaucratic form of control so pervasive? The answer, of 
course, has already been given away, as the attentive reader has noticed. The conditions 
under which a market or clan can operate effectively are rarely met in reality, whereas the 
conditions prerequisite to effective bureaucratic control are, by comparison, easily satisfied. 


THE SOCIAL AND INFORMATIONAL PREREQUISITES OF CONTROL 


It is possible to arrange the three modes of control along each of two dimensions—the 
informational requirements necessary to operate each control type and the social underpin- 
nings necessary to operate each control type. These are summarized in Table 8-2. 
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TABLE 8-2 SOCIAL AND INFORMATIONAL PREREQUISITES OF CONTROL 


Type of Control Social Prerequisites Informational Prerequisites 
Market Norm of reciprocity Prices 
Bureaucracy Norm of reciprocity, Rules 
legitimate authority 
Clan Norm of reciprocity; Traditions 


legitimate authority; 
shared values, beliefs 


Social Prerequisites of Control 


Let us consider first the social requirements, and then we will consider the informational 
issues. What we mean by social prerequisites of control is that set of agreements between 
people that, as a bare minimum, is necessary for a form of control to be employed. Any real 
organization, of course, will have developed a highly elaborated set of understandings going 
far beyond this minimum. At the moment, however, our task is to understand the bare 
minimum without which a social control mechanism cannot function. First, a word about 
self-interest. 

We had noted that a market requires self-interest, in addition to its social and 
informational needs, in order to function. That is, unless each person seeks to behave in ways 
that bring him or her pleasure or profit, a market cannot operate. We could say the same of a 
bureaucaracy and perhaps of a clan, but self-interest, in our terms, is not a social 
understanding; it is a characteristic of individuals that exists even without social interaction. 
Certainly, the particular way in which we express our self-interest is shaped by social 
surroundings, but the essential hedonism exists in the individual. 

Assuming self-interest, then, we can observe that a market cannot exist without a norm of 
reciprocity, and that it requires no social agreements beyond that. A norm of reciprocity 
assures that, should one party in a market transaction be discovered attempting to cheat 
another, the cheater will be punished by all members of the social system, not just by the 
victim. The severity of the punishment will typically far exceed the crime, thus effectively 
deterring potential future opportunists. 


Market Control 


In a market, the norm of reciprocity 1s critical because of the costs of running a market 
mechanism (as opposed to the costs of any other mechanism of control). In a market 
mechanism, the costs of carrying out transactions between parties have mostly to do with 
assuring oneself that the other party is dealing honestly, since all information relevant to the 
substance of the decision is contained in prices and is therefore not problematic (see 
Williamson, 1975, for a thorough discussion). If honesty cannot be taken for granted, 
however, then each party must take on the cripplingly high costs of surveillance, complete 
contracting, and enforcement—1in order not to be cheated. These costs can quickly become 
so high that they will cause a market to fail. 


Bureaucratic Control 


When a market fails as the mechanism of control, it is most often replaced by a bureaucratic 
form. A bureaucracy is well equipped to deal with opportunism and to take the steps 
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necessary to guard against cheating, because it contains not only a norm of reciprocity, but 
also the idea of legitimate authority, ordinarily of the rational/legal form (see Blau and 
Scott, 1962: 27—36, for a discussion). In a bureaucratic control system, the norm of 
reciprocity is reflected in the notion of “an honest day’s work for an honest day’s pay,” and it 
particularly contains the idea that, in exchange for pay, people give up autonomy in certain 
areas, thus permitting their organizational superiors to direct their work activities and to 
monitor their performance. These steps are possible only if organization members accept 
the idea that higher office holders have the legitimate right to command and to audit or 
monitor those in lower positions (within some range, of course as with the “zone of 
indifference” of Barnard, 1938). Given social support for a norm of reciprocity and for the 
idea of legitimate authority, a bureaucratic control mechanism can operate successfully. 


Clan Control 


A clan requires not only a norm of reciprocity and the idea of legitimate authority (often of 
the “traditional” rather than the “‘rational/legal’’ form), but also social agreement on a broad 
range of values and beliefs. Because the clan lacks the explicit price mechanism of the market 
and the explicit rules of the bureaucracy, it relies for its control upon a deep level of common 
agreement between members on what constitutes proper behavior. And it requires a high 
level of commitment on the part of each individual to those socially prescribed behaviors. 
Clearly, a clan is more demanding than either a market or a bureaucracy, in terms of the 
social agreements that are prerequisite to its successful operation. 

The kinds of social agreements we have been discussing thrive on homogeneity. That is, 
they are easier to achieve among people who have similar backgrounds than among people 
whose backgrounds are dissimilar. Thus social agreements are more readily developed in 
organizations that have low turnover and a relatively homogeneous membership. An 
organization troubled by high rates of turnover cannot hope to maintain a clan form of 
control, since it takes very long to acculturate each member in a clan, and turnover becomes 
devastatingly costly to the organization. A market, however (such as a morning market for 
poultry and vegetables in Dubrovnik, Yugoslavia), can operate effectively even with a 100 
percent turnover of buyers and sellers each day. A bureaucracy cannot survive with 100 
percent turnover, but it can withstand rates of turnover far above those which the clan is able 
to tolerate. Because of its specialization of tasks, its impersonal attitude, and its explicit rules, 
a bureaucracy is able to take in new employees who have certain specialized skills and 
quickly integrate them into the organization. 


Informational Prerequisities of Control 


Bureaucratic Control 


While a clan is the most demanding and the market the least demanding with respect to 
social underpinnings of control, the opposite is true for information. Within bureaucracies, 
each department tends to develop its own peculiar jargon (Galbraith, 1973; Lawrence and 
Lorsch, 1967c). It does so because the jargon, being suited to particular task needs, provides 
the department with a very efficient set of symbols with which to communicate complex 
ideas, thus conserving on the limited information-carrying capacity of an organization. We 
can also think of the accounting system in an organization as the smallest set of symbols 


CONCLUDING STATEMENT PME 


conveying information that is relevant to all organizational subunits. An accounting system 
isa relatively explicit information system compared, say, to the traditions of the U.S. Senate 
(Matthews, 1960). 

Each of these mechanisms carries information about how to behave, but the accounting 
system, being explicit, is easily accessed by a newcomer, whereas the traditions of the 
Senate, being implicit, can be discovered by a freshman senator only over a period of years. 
On the other hand, the explicit system is far less complete in its ability to convey 
information. And it has often been noted that there is no accounting measurement that fully 
captures the underlying performance of a department or corporation, since many of the 
dimensions of performance defy measurement (Ouchi and Maguire, 1975; Vancil, 1975). 
Typically, an explicit information system must be created and maintained intentionally and 
at some cost, while an implicit information system often “grows up” as a natural byproduct 
of social interaction. 


Market Control 


In a true market, prices are arrived at through a process of competitive bidding, and no 
administrative apparatus is necessary to produce this information. However, many 
economists have argued that the conditions necessary for such perfect prices are rarely, if 
ever, met in reality, with the result that inefficiencies are borne by the parties to the market. 
Although markets are not organizations in our sense of the word (Arrow, 1974), we can 
consider as a limit case the profit or investment center in a business as an attempt to control 
an organization through a price mechanism. 

In some large organizations, it is possible, with great effort and a huge accounting staff, to 
create internal numbers that serve the function of prices. That is, if division managers and 
department heads attempt simply to maximize their profit by taking the best prices available 
within the firm, then the firm as a whole will benefit. These “transfer prices” are not the 
same thing as output, cost, or performance standards—those standards are, in essence, 
bureaucratic rules. The critical difference is that an internal price does not need a hierarchy 
of authority to accompany it. If the price mechanism is at work, all that is needed in addition 
to prices is a norm of reciprocity, accompanied by self-interest. 

Only rarely is it possible for an organization to arrive at perfect transfer prices, however, 
because technological interdependence and uncertainty tremendously complicate the 
problem for most organizations, to the point that arriving at prices is simply not feasible. 
Under that condition, the organization can create an explicit set of rules—both rules about 
behavior and rules about levels of production or output. Although an organization can never 
create an explicit set of rules that will cover every situation that could possibly confront any 
of its employees, it can cut the information problem down to size by writing a relatively 
small set of rules that will cover 90 percent of all events and depend upon hierarchical 
authority to settle the remaining 10 percent. Thus we see again that acceptance of legitimate 
authority is critical to a bureaucracy, since it is that property that enables the organization to 
specify incompletely the duties of an employee, having the employee agree that, within 
bounds, a superior may specify his or her duties as the need arises (Williamson, 1975: 
57-81). 

In this manner, the organization deals with the future one step at a time, rather than 
having to anticipate it completely in advance in a set of explicit rules. In comparison to 
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prices, rules are a rather crude form of information transmisson. Rules are inevitably 
incomplete in specifying what decision is to be made or what alternative chosen whereas 
prices are complete in that regard. Rules require appeal to hierarchical authority for 
exceptional cases; prices do not. And a decision maker can sometimes not be sure that the 
correct rule is being applied for a given situation. Such uncertainty is never a problem with 
prices. But rules are always feasible, they are a relatively simple information system to 
construct—compared to prices—and thus are far more common as a means of control. 


Clan Control 


In a clan, the information system is contained in the rituals, stories, and ceremonies that 
convey the values and beliefs of the organization. An outsider cannot quickly gain access to 
information concerning decision rules used in a clan, but the information system does not 
require an army of accountants, computer experts, and managers. It is just there. Ivan Light 
(1972), for example, has described the Chinese-American hui and the Japanese-American 
tanomoshi;, these are revolving credit-lending societies that provide venture capital for 
starting new businessess. They carry out all of the functions of any Wall Street investment 
bank, but within their ethnic group, they are able to make loans that would be far too risky 
for any bank. They are able to make such loans because they enjoy considerable advantages 
in obtaining, interpreting, and evaluating information about potential borrowers or 
members. 

None of their practices is explicit—even the rate of interest paid by borrowers is left 
unspecified and implicit. Entry into a hui or tanomoshi is strictly limited by birthright, a 
practice which guarantees that each member is part of a social and kinship network that will 
support the values and beliefs upon which the control mechanism is founded. Clearly, the 
clan information system cannot cope with heterogeneity or with turnover—characteristics 
that make it all but infeasible as a central mechanism of control in modern organizations. 
Like the market, however, the clan is able to operate with great efficiency if the basic 
conditions necessary to its operation can be met. 

Thus we see that in a sense clans and markets represent two “perfect” control 
mechanisms—each can theoretically make every decision it faces without error. Each, 
however, requires a condition that is rarely encountered in nature and that can be created or 
designed only at great cost. The market requires price information, a characteristic rarely 
found in exchange relations in unadulterated form. However, prices can be designed into the 
control mechanism of an organization. Further, the cost of doing so may be warranted, 
especially when the heterogeneity of tasks within the organization or the high rates of 
turnover make bureaucratic means infeasible. 

On the other hand, the clan mode of control requires homogeneous and stable 
membership and tasks so that all can share common experiences and develop a common set 
of values and beliefs. Again, this condition is rarely met but can be designed into an 
organization. The cost of keeping down turnover and of maintaining task homogeneity may 
be justified if the organization is not capable of utilizing explicit prices or rules for evaluation 
and control. In a police department, for example, where the behavior of patrol officers 
cannot be directly observed and audited, cultural forms of control are necessary. In hospitals 
and in schools, we observe a professional culture operating-as a means of maintaining values 
and beliefs among employees whose true output or production cannot be assessed. 
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Design Implications 


If the price requirements of a market cannot be met and if the social conditions of the clan 
are impossible to achieve, then the bureaucratic mechanism becomes the preferred method 
of control. In a sense, the market is like the trout and the clan like the salmon—each a 
beautiful, highly specialized species that requires uncommon conditions for its survival. In 
comparison, the bureaucratic method of control is the catfish—clumsy, ugly, but able to live 
in the widest possible range of environments and, ultimately, the dominant species. The 
bureaucratic mode of control can withstand high rates of turnover, a high degree of 
heterogeneity, and it does not have very demanding information needs. 

In reality, of course, we will never observe a pure market, a pure bureaucracy, or a pure 
clan.’Real organizations will each contain some features of each of the modes of control. The 
design problem thus becomes one of assessing the social and informational characteristics of 
each division, department, or task and determining which of the forms of control ought to be 
emphasized in each case. Current ideas about the design of organizational control systems 
are based almost exclusively on the bureaucratic form. The work of March and Simon 
(1958) deals with decision making in bureaucratic organizations, Parsons (1960) describes 
problems of vertical control in bureaucracies, Perrow (1972) concentrates on rules as a 
control mechanism in bureaucracies, and Argyris (1964), Likert (1967), and Tannenbaum 
(1968) prescribe techniques for reducing some of the undesirable byproducts of what 
remains an essentially bureaucratic mode of control. 

Let us next consider some of the more direct implications of each form of control for the 
ways in which people are treated in organizations. We will approach this task by looking at 
each of the stages at which an organization can exercise discretion over people. By doing so, 
we may discover some additional design variables which can influence the form of 
organizational control. 


PROCESSING PEOPLE THROUGH ORGANIZATIONS 


Basically, there are two ways in which an organization can achieve effective people control. 
Either it can go to the expense of searching for and selecting people who fit its needs exactly, 
or it can take people who do not exactly fit its needs and go to the expense of installing a 
managerial system to instruct, monitor, and evaluate them. 

Which of these approaches is best depends on the cost of each to the organization. On the 
one hand, there is a cost of search and of acquisition. Some skills are rare in the labor force, 
and the organization wanting to hire people with those skills will have to search widely and 
pay higher wages. Once hired, however, such people will be able to perform their tasks 
without instruction, and if they have also been selected for values (motivation), they will be 
inclined to work effectively without close supervision—both of which will save the 
organization money. 

On the other hand, there is the cost of training the unskilled and the indifferent to learn 
the organization’s skills and values. Moreover, there is the cost of developing and running a 
supervisory system to monitor, evaluate, and correct their behavior. Once in place, however, 
~ such a system can typically take in a heterogeneous assortment of people and effectively 
control them. In addition, its explicit training and monitoring routines enable it to withstand 
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high rates of turnover. High turnover is costly if search and acquisition costs are high. But 
turnover is relatively harmless to the organization if it hires all comers. 

It has also been observed, by people as disparate as sociologists (Etzioni, 1965), social 
psychologists (Kelman, 1958), and economists (Williamson, 1975), that various forms of 
evaluation and control will result in differing individual levels of commitment to, or 
alienation from, the organization and its objectives. In general, a control mode that relies 
heavily on selecting “appropriate” people can expect high commitment, as a result of 
internalized values. For example, the U.S. Foreign Service Officer Corps does not hire 
anyone unless that person already possesses the basic abilities necessary to do the job and also 
expresses the values deemed central to the foreign service. Such people, in working for the 
foreign service, are doing things that they have long believed were right and good, and they 
will be extremely committed to those internalized values. As a consequence, the foreign 
service does not have to monitor them very closely. That is a good thing, since, not by 
coincidence, the foreign service would be almost wholly incapable of monitoring and 
evaluating their performance if it had to do so. Thus control through selection (and, to some 
extent, by screening out the “mistakes”’) is the optimal choice. 

At the other extreme, a control mode that depends heavily on monitoring, evaluating, and 
correcting in an explicit manner is likely to offend people’s senses of autonomy and of 
self-control, and as a result will probably result in an unenthusiastic, purely compliant 
response. In this state, people require even more close supervision, having been alienated 
from the organization as a result of its control mechanism. Indeed, as is always true of any 
form of measurement, it is not possible for an organization to measure or otherwise control 
its employees without somehow affecting them through the very process that it uses to 
measure them. There is no completely unobtrusive measurement in most organizations. In 
general, the more obvious and explicit the measurement, the more noxious it is to employees 
and thus the greater the cost to the organization of using such methods. However, other 
conditions may demand the use of these more explicit yet offensive techniques of control. 

Table 8—3 summarizes the discussion thus far. What we have in Table 8—3 is a set of 
categories that roughly go together, although we cannot specify exactly where many of the 
boundaries are between categories. 


People Treatment 


The people treatment alternatives are by now familiar. At one extreme, an organization could 
be completely totally unselective about its members, taking anyone (although we still assume 
that everyone is to some extent self-interested, hedonistic, or profit maximizing). At the 
other extreme, an organization could be highly selective, choosing only those individuals 
who already have both the skills and the values that the organization needs. This practice is 
most common in the “professional bureaucracies,” such as hospitals, public accounting 
firms, and universities. In an apparent paradox, these most and least selective kinds of 
organizations will both produce high levels of commitment. That is, members will have 
internalized the underlying objectives of the organization. 

Of course, the paradox is resolved by noting that the completely unselective organization 
relies on commitment of each individual to self, since it uses a market mechanism of control 
in which what is desired is that each person simply maximize his or her personal well-being 
(profit). Since the organization’s objective is thus identical to the individual's objective, we 
can say that internalization of objectives exists, enthusiasm for pursuing the organization’s 


CONCLUDING STATEMENT 301 


TABLE 8-3 ORGANIZATIONAL CONTROL: PEOPLE TREATMENT 


Form of Corresponding 
People Treatment Commitment Control type 


(Kelman, 1958) 


Totally unselective; 
take anyone, no further Market 
treatment 


Internalization 
Selection / screening Clan 


Identification 
Training 
-Skill training Bureaucracy 
-Value training 


Compliance 


Monitoring 
-Monitor behavior 
-Monitor output 


goals will be high (since they are also the individual’s selfish goals), and thus no close 
supervision will be necessary. 

In the other case, where high selection 1s employed, the new organization members will 
typically have passed through a lengthy period of training that has equipped them with those 
skills, values, and beliefs that are common to the organization. Having internalized these 
elements of the organizational culture, they will pursue the organization’s goals in an 
effective manner when left to their own devices, thus requiring no further control. 

Most organizations, however, cannot take on all comers (they do not have a price 
mechanism), and they can rely upon selection and screening only to a limited extent. That 
is, Most organizations can select partially for the skills and values desired but will not be able 
to find people who exactly fit their needs. In this case, the organizations may rely on training, 
both in the form of formalized training programs and in the form of on-the-job or 
apprenticeship training to impart the desired skills and values. Typically, training will result 
in the trainee identifying with either the trainer (who may also be a respected superior) or 
with the work group or department. In this case, the employee will possess the necessary 
skills and will pursue the organization’s objective. But this is only because he or she identifies 
with and wants to emulate the respected person or group, not because the underlying 
objectives have been internalized to the point where the employee believes them to be good 
and desirable objectives in their own right. 

When turnover is particularly high or the work is particularly distasteful, the 
organization may not be able to achieve its control needs through selection and training. In 
that case, it relies upon monitoring performance, either by measuring behavior or by 
measuring outputs, comparing these to some explicit standard, and then correcting behavior 
where necessary. Monitoring produces a purely compliant form of commitment to 
organizational goals. That is, employees tend to follow directives purely because they have 
agreed as part of their implied employment contract to submit to higher authority. But this 
they do without any identification with the organization or internalization of its objectives. 
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Asa result, they will comply only when they are being monitored. However, they are likely ~ 
also to resent being monitored, so this form of control typically degenerates into one of 
extreme alienation of workers from management. 


Form of Commitment 


The link between forms of commitment and types of control is quite direct. Internalized 
commitment is necessary for a market, since a market possesses no monitoring or policing 
capabilities. Internalization can also support a clan, which has weak monitoring abilities. 
That is, evaluation is subtle and slow under this form of control, and thus, without high 
commitment, the mechanism is capable of drifting off course before being corrected. 

A clan can also be supported with identification, however, and over tume, the identification 
may be converted into internalization of the values of the clan. Identification is also 
compatible with bureaucratic control, although it exceeds the minimum commitment that is 
necessary in a bureaucracy. 

Compliance is the minimum level of commitment necessary for bureaucratic control, but 
it is beneath the threshold of commitment necessary for the clan and market forms. The 
social agreement to suspend judgment about orders from superiors and to simply follow 
orders (see Blau and Scott, 1962: 29—30) is fundamental to bureaucratic control. Thus we 
see that because people come with a variety of abilities, values, and beliefs, and because 
organizations frequently need people packaged in ways that are different from the way they 
come, people will vary widely in their commitment to organizations.” 

The more closely the skills and values of a person match the demands of the organization, 
the more completely the individual will commit himself or herself to the organization. Some 
organizations, being unable to find enough people who naturally fit them, will take the time 
necessary to shape new employees in ways that will make them comfortable in the 
organization. Other organizations, facing different conditions, will find it more advan- 
tageous to settle for a lower level of commitment. Perhaps they will even accept some 
hostility and alienation of lower employees in exchange for the ability to implement 
mechanisms of control that can function even with individuals who do not share any of the 
objectives held by the organization. 


An Ethical Question 


The issue of commitment and control may also pose a moral question of some significance. If 
organizations achieve internalized control purely through selection, then it would seem that 
both the individual and the organization are satisfied. If internalization is achieved by 
training employees in the values and beliefs of the organization, however, then it is possible 
that some individuals may be subject to economic coercion to modify their values in ways 
that they dislike. Indeed, this kind of forced socialization is common in certain of our 
institutions (what Etzioni, 1965, refers to as “coercive” organizations) such as the U.S. 
Marine Corps and many mental hospitals. In such cases, we accept the abrogation of 
individual rights as being secondary to a more pressing need. In the case of a company town 
or a middle-aged employee with few job options, however, we are less likely to approve of 
this kind of pressure. As long as organizations maintain an essentially democratic power 


2. Recall the discussion of such differences, including commitment, in Chapter 6. 
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structure, this danger remains remote. If the hierarchy of authority becomes relatively 
autocratic, however, the possibility of loss of individual freedom becomes real. 

What are the mechanisms through which an organization can be managed so that it 
moves toward its objectives? What are the limits of each basic design, and how can the 
design of these mechanisms be improved? Those are the questions to which we now turn. 


LOOSE COUPLING AND THE CLAN AS A FORM OF CONTROL 


There is developing a new and somewhat revolutionary view of “organizational rationality” 
that has direct implications for designing control mechanisms. Basically, this new view 
—known as loose coupling (Weick, 1976)—1implies that bureaucratic forms of control are 
not suitable for many contemporary organizations. Let us briefly consider the underlying 
“organizational rationality” that dominates the current views of control, and then we will 
consider the loose-coupling perspective. 

An essential element underlying any bureaucratic or market form of control is the 
assumption that it is feasible to measure, with reasonable precision, the performance that is 
desired. In order to set a production standard that effectively controls, it is essential that the 
industrial engineers be able to measure desired output with some precision. In order to 
control effectively through the use of rules, it is essential that the personnel department 
know which rules to specify for achieving the desired performance. Indeed, the ability to 
measure either output or behavior that is relevant to the desired performance is critical to the 
“rational” application of market and bureaucratic forms of control. Table 8—4 identifies the 
contingencies that determine whether or not we can safely assume that measurement is 
possible. 

Now, inorder to understand Table 8—4, let us agree, for the moment, that if we wanted to 
control an organization, we would have to monitor or measure something, and that 
essentially the things we can measure are limited to either the behavior of employees or the 
results of those behaviors. If (cell 1) we understand the technology (that is, the means-ends 
relationships involved in the basic production or service activites) perfectly, as in the case of 
a tin-can plant, for example, we can then achieve effective control simply by having someone 
watch the behavior of the employees and the workings of the machines. If all behaviors and 
processes conform to our desired transformation steps, then we can presume that proper tin 
cans are coming out the other end, without even looking. By specifying the rules of behavior 
and of process, we could create an effective bureaucratic control mechanism in this case. 


TABLE 8-4 CONDITIONS DETERMINING THE MEASUREMENT 
OF BEHAVIOR AND OF OUTPUT 


Knowledge of the Transformation Process 


Perfect Imperfect 
1. Behavior or output 2. Output measurement 
High measurement (women’s boutique) 
Ability to (tin-can plant) 
Measure Outputs 3. Behavior measure- 4. Ritual and ceremony, 
Low ment “clan’’ control 


(baseball team) (research laboratory) 
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However, we can also measure unambiguously whether the output meets specifications. 
Thus we also have the alternative of pure output control with no monitoring of behavior or 
process at all. 

On the other hand (cell 2), suppose that we are designing a control system for a 
high-fashion women’s boutique in San Francisco. What it takes to be a successful buyer or 
merchandiser is beyond our understanding, so we could not possibly hope to create a set of 
rules which, if followed by our buyers, would assure success. We can, however, measure the 
average markdowns that each buyer’s leftover dresses must take, the average inventory 
turnover for each buyer, and the sales volume and profit margin of each buyer. Such 
measures give us an output-control mechanism. If our output-control mechanism consists of 
a multiple set of objectives, then it is effectively a bureaucratic mechanism. It is a mechanism 
that will be managed by having someone in the hierarchy who will monitor the various 
indicators for each buyer and, using the legitimate authority of office, will enforce not only 
close monitoring but will also order the necessary corrections in the buyer’s decisions. 

If, instead, our various indicators can be combined into a single summary statistic or 
measure of performance—one that captures all aspects of a buyer’s performance—then we 
can simply pay each buyer a fixed amount for each unit of performance. In this way, we will 
have a price or market mechanism of control, one in which no commanding or use of 
authority is necessary, since each buyer will be motivated to maximize his or her total 
income. 

In the third case, we could be designing a control mechanism for a baseball team. We can 
completely specify each step of the transformation process which must occur in order for a 
player to properly execute double-play combinations, thus giving us the possibility of 
behavior control. However, the interdependence between players is so great that we cannot 
use output measures to completely represent the performance of any player. Thus we are 
limited to behavior control. 

Now, suppose that we are running a research laboratory at a multibillon dollar 
corporation (cell 4). We have little ability to specify rigidly the rules of behavior which, if 
followed, will lead to desired scientific breakthroughs. We probably can measure the 
ultimate success of a scientific discovery, but it may take 10, 20, or even 50 years for an 
apparently arcane discovery to be fully appreciated. Certainly, we would be wary of using a 
strong form of output control to encourage certain scientists in our lab while discouraging 
others. Effectively, we are unable to use either behavior or output measurement, thus leaving 
us with no “rational” form of control. 

What happens in such circumstances is that the organization relies heavily on ritualized, 
ceremonial forms of control. These include the recruitment of only a few selected 
individuals, each of whom has been through a schooling and professionalization process that 
has taught him or her to internalize the desired values and to revere the appropriate 
ceremonies. The most important of those ceremonies, such as “hazing” of new members in 
seminars, going to professional society meetings, and writing scientific articles for 
publication in learned journals, will continue to be encouraged within the laboratory. 

Now, it is commonly supposed that such rituals, which are common not only in research 
laboratories but also in hospitals, schools, government agencies, and investment banks, 
constitute quaint but essentially useless and perhaps even harmful practice. But consider: if it 
is not possible to measure either behavior or outputs and it is therefore not possible to 
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“rationally” evaluate the work of the organization, what managerial alternative is there but 
to do the following: 1. carefully select workers so that you can be assured of having an able 
and committed set of people, and 2. conduct or encourage rituals and ceremonies that serve 
the purpose of rewarding those who display the underlying attitudes and values that are 
deemed likely to lead to organizational success. Following such a control strategy thus serves 
to remind everyone of what they are supposed to be trying to achieve, even if they can’t tell 
whether or not they are achieving it. 

Consider the medical profession. In many areas of medical practice, it 1s not possible to 
reliably measure the performance of a physician, but we as a society still demand having 
physicians who try to heal us. We thus are willing to legitimate the medical profession— 
even though we cannot evaluate its effectiveness—because it has adopted a ritualized form of 
control. Every physician is carefully selected so that he or she has more ability than 
necessary for the job; then each one is put through a lengthy socialization process which 
assures that the finished product is a person who holds the values of helping and of healing. 
More than that we cannot ask. 

Whereas output and behavior control can be implemented through a market or a 
bureaucracy (Ouchi and Maguire, 1975; Ouchi, 1977), ceremonial forms of control 
(Meyer and Rowan, 1977) can be implemented through a clan. Because ceremonial forms 
of control are unable to monitor or evaluate anything but attitudes, values, and beliefs—and 
because attitudes, values, and beliefs are typically acquired more slowly than are manual or 
cognitive abilities—ceremonial forms of control require the stability of membership that 
characterizes the clan. 


Loose Coupling 


Recently it has been fashionable to argue that relatively few real organizations possess the 
underlying “rationality” typically assumed in market and bureaucratic forms of control. 
Parsons (1960), Williamson (1975), and Ouchi (1978) have argued that most hierarchies 
fail to transmit control with any accuracy from top to bottom. Simon (1962; 1964) has made 
a convincing case that most organizations have neither a single nor an integrated set of goals 
and that the subunits of organizations are, as a matter of necessity, only loosely joined to each 
other. Further, the structure of most organizations seems determined more by their 
environment than by any purposive, technologically motivated managerial strategy (Evan, 
1966; Aldrich, 1972; Pfeffer, 1976). Hannan and Freeman (1977) have argued even more 
strongly that in fact organizational form may be designed only by nature, through a process 
of selection. Finally, Cohen, March, and Olsen (1972) have argued that organizational 
decision processes are far removed from our view of rationality and have chosen instead the 
metaphor of the “garbage can” to describe them. 

If there is any truth in this considerable attack on our notions of the orderliness and 
rationality with which organizations function, then we must guess that the forms of control 
that are dominant today may be inappropriate in future organizations. The bureaucratic 
model of control derives from the first half of the twentieth century, a period during which 
the great majority of economic organizations was concerned with manufacturing. During 
that period, it may be that measurement of performance was indeed possible in most cases 
and that specification of appropriate rules of behavior and of decision making was equally 
appropriate. It is as a direct result of that era that we saw the development of theories of 
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organization design that emphasized the central importance of technology as the determin- 
ing factor in designing a rational organization (Woodward, 1965). Organization design 
theories growing out of that period also advocated the use of techniques such as boundary 
spanners and buffers for the purpose of “protecting” the core technology of the organization 
and its essential orderliness and rationality from the messy, uncertain forces in the 
environment (Udy, 1962; Thompson, 1967). 

Since that time, beginning perhaps with the work of Evan (1966) and of Katz and Kahn 
(1966), we have begun to appreciate the fact that no organization can or should attempt to 
buffer itself completely from its environment. In the second place, we have recently seen the 
tremendous growth of service industries and of government as major economic organiza- 
tions in our society. These organizations have such a low degree of performance 
measurability and such a high degree of task interdependence that old approaches to control 
fail in them. We can clearly express the difference in approach as follows: Lawrence and 
Lorsch (1967a) pioneered the “organization and environment” or “open systems” view of 
organizations, arguing that in a dynamic environment, organizations must differentiate 
internally in order to develop specialized expertise at dealing with each element in the 
environment. However, they must go to great lengths to reintegrate these differentiated 
parts, in order to achieve a rationalized state of control. In sharp comparison, Meyer and 
Rowan (1977) have essentially argued that because many contemporary organizations, 
particularly in the public sector, have an environment consisting of multiple constituencies 
each with its own, competing objectives (the same point made by Simon, 1964, about all 
organizations), differentiation is inevitable in both a vertical and horizontal manner, and 
furthermore integration is not only impossible but undesirable! Any attempt to integrate 
these diverse sets of objectives will necessarily fail, because objectives are nothing but 
operationalized values, and value differences are not subject to rational resolution. Thus we 
can say that the field of the design of organizational control has gone from “differentiation 
and integration” to “differentiation without integration.” 

Now, if it is true that many organizations do not easily permit measurement of either 
behavior or output, and if it is also true that they are loosely coupled internally, then we can 
hardly imagine that the bureaucratic form can continue to dominate as the mode of control. 
We see clearly in a recent book on the matrix form of organization (Davis and Lawrence, 
1977) that the bureaucratic form is strained almost to the breaking point when it attempts to 
deal with loosely coupled organizations. Davis and Lawrence also point out that the Japanese 
company quite easily achieves the control objectives of the matrix form, but in an implicit, 
nonbureaucratic fashion: Nearly every student of Japanese organizations has made the point 
that such organizations operate through cultural homogeneity, socialization, and stability of 
membership. This form is the closest representation that we have seen of the clan model of 
control. 

Under conditions of ambiguity, of loose coupling, and of uncertainty, measurement with 
reliability and precision is not possible. A control system based on such measurements is 
likely to systematically reward a narrow range of maladaptive behavior, leading ultimately 
to organizational decline. It may be that, under such conditions, the clan form of control, 
which operates by stressing values and objectives as much as behavior, is preferable. An 
organization that evaluates people on their values and motivation can tolerate wide 
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differences in styles of performance. That is exactly what is desirable under conditions of 
ambiguity, when means-ends relationships are only poorly understood. 


SUMMARY AND CONCLUSION 


This chapter has been concerned with organizational control as a design variable. We began 
the discussion with Tannenbaum’s treatment of control as a process in which one person, 
group, or organization intentionally affects what another person, group, or organization will 
do. A particularly telling point made by the author was that the total amount of control 
exercised in an organization is not necessarily fixed. Indeed, increased total organizational 
control can reflect increased participation and mutual influence—both of which can lead to 
increased organizational effectiveness. 

In this concluding statement we have developed a relatively unified concept for dealing 
with control as an organizational process. Although the conceptual scheme presented here 
serves as a background for the development of specific design principles and does not itself 
specify organizational designs, one or two implications are clear. First, it appears that rates 
of turnover in an organization may be a critical determinant of the control mechanism. Low 
turnover is conducive to a clan, moderate turnover suggests a bureaucracy, and very high 
turnover can be tolerated only by a market. Second, we can see that professionalism provides 
a common alternative to organizational mechanisms of control, and we can see that the clan 
and market forms, which rely heavily on internalized forms of control, are most compatible 
with professionalized activities—from public accounting to medicine and plumbing. 

Third, we see that the “informal organization,” the organizational “climate” or 
“atmosphere,” and the “managerial philosophy” of a firm are more than quaint anachro- 
nisms. Indeed, they comprise the culture of an organization. ‘They may even be its principal 
form of control, and ineffable though they are, they should be taken seriously as mechanisms 
of control. 

Organizations vary in the degree to which they are loosely or tightly coupled. Many 
organizations, particularly those in relatively stable manufacturing industries, fit the 
requirements for behavior control or for output control. Control mechanisms of the market 
or bureaucratic variety can be designed into such organizations. Organizations in the public 
sector, In service industries, and in fast-growing technologies may not fit these specifications 
and should have cultural or clan forms of control instead. 


A Final Thought 


The student of organizational control—and those who wish to design control systems— 
should take care to understand that clans, which operate on ceremony and on ritual, have 
forms of control that by their nature are subtle and ordinarily not visible to the 
inexperienced eye. Many is the eager young manager who has taken a quick look around, 
observed that no control mechanisms exist, and then begun a campaign to install a 
bureaucratic or market mechanism of some sort, only to trip over elaborate ceremonial 
forms that are in place and working quite effectively. 

It is a fact of contemporary organizational life that such inexplicit forms of control, being 
by their nature nonquantifiable, are held by most of us to be somehow of doubtful pedigree 
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and are therefore frequently not defended with much enthusiasm when questioned by 
outsiders. How many of us would feel comfortable explaining to a new division chief, or toa 
Senator Proxmire, or to an outside auditing team that, “Our control mechanisms are here, 
it’s just that you can’t see them until you've been around a few years. Be patient.” Perhaps 
more to the point, how many of us would feel comfortable presenting to top management a 
control-system design that rests primarily on the idea of the formal organization as myth, 
ceremony, and ritual? 


10. 


Questions for Review 


How does Tannenbaum define control, and how does he see it operating? 


. What was one of the most interesting differences noted by Mann and Hoffman in their 


study of some of the effects of automation in a power plant? 


. Tannenbaum comments that increasing and distributing the exercise of control more 


broadly in an organization creates dilemmas. What are they? 

Consider the idea, “total amount of control.” How is the importance of this notion 
illustrated in Likert’s analysis? 

What are basic “pure” types of organizational control, and how do they function? 


. Which one of these types of organizational control is the most subtle and most 


pervasive? Why does it have these characteristics? 


. Summarize the social and informational prerequisites of control outlined in the 


concluding statement. 

Describe the more important information prerequisites of bureaucratic control. How 
do these compare with the information prerequisites of clan control? 

What are the relative merits of the “search and acquisition” method of people control as 
compared with those of the “training the unskilled” approach? 

What are the design implications of dealing with control as an organizational process? 


Questions for Discussion 


. Tannenbaum comments that a person’s life in contemporary society can be largely 


characterized as one of organizational membership. What formal and informal 
organizations are part of your daily life? What proportion of your time do you spend in 
completely non-organizational settings? What does this say about you and the society in 
which you move? 


. Tannenbaum asserts that “control is an inevitable correlate of organization.” Do you 


agree? Support your position. 

Control connotes different meanings to every individual. What does it mean to you 
personally? What does it mean to you professionally? Is there a difference? If so, why? 
How have you derived these meanings? How do you think they might influence your 
actions and reactions to “control situations” within organizations? 


. Tannenbaum observes in his article that “organizations cannot often tolerate deviants, 


and there are pressures, sometimes subtle, on deviants to change.” How would you 
define deviant? W ould your definition differ from organization to organization? In what 
organizational situations do you consider or have you considered yourself to be deviant? 


10. 
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Did you experience subtle pressure to change? In what ways have you yourself exerted 
pressure on others in an attempt to pressure them to change from their “deviant” 
position? 


. What is your reaction to the analogy of the bureaucratic method of control being a 


catfish: . . .“‘clumsy, ugly, but able to live in the widest possible range of environments 
and, ultimately, the dominant species”? Why should it be the dominant species? Is it 
really able to live in the widest range of environments? Are there other methods of 
control that might equal the survival potential of the bureaucracy? 

“The more closely the skills and values of a person match the demands of the 
organization, the more completely the individual will commit himself or herself to the 
organization.” Do you agree with this assertion? Is it always true? What, if any, might 
be possible exceptions? Might the converse be true? Under what circumstances? 


. In referring to many mental hospitals, the comment is often made to the effect that: 


a. forced socialization is common, and 

b. we accept “the abrogation of individual rights as being secondary to a more pressing 
need.” 

What is your reaction to these comments? What needs might be more pressing than 

individual rights in a mental hospital? Who is the “we” who accepts this abrogation? 

Under what other circumstances might these conditions be accepted? 


. The argument was made that most hierarchies fail to transmit control from top to 


bottom with any accuracy. What theoretical or on-the-job exposure have you had to 
this phenomenon? In which type of organization would you surmise that accuracy 
might be the highest? 

This chapter concludes with the question, “How many of us would feel comfortable 
presenting to top management a control-system design that rests primarily on the idea 
of the formal organization as myth, ceremony, and ritual?” How comfortable would 
you feel doing this? What would you anticipate to be the typical objections? 

What is your overall reaction to the idea that there are three pure types of 
organizational control—market, bureaucracy, and clan? What are the strengths and 
weaknesses of such an idea and its application? 


9 


Decision Drocesses 


INTRODUCTORY REMARKS 


Human and nonhuman resources are employed for the purpose of achieving organizational 
goals. Decision making is the process of allocating resources in pursuit of those goals. Further, as 
we have seen, organizations operate under different circumstances; that is, organizations are 
faced with different constraints. Different constraints necessitate different goals—or rather, 
using the terminology of Chapter 3, different goal mixes. Decision making is treated as a 
design variable, therefore, because different constraints and different goal mixes call for 
different decision processes. 

The purpose of this chapter is to examine the nature of organizational decision processes, 
focusing on the ways that goals, environment, technology, and people must be taken into 
account in their design. The two articles that are included present such an examination, and 
we will have more to say about the matter in the concluding statement. 


ORGANIZATION 
PURPOSE 


Organizational goals ORGANIZATIONAL DESIGN DESIGN 
VARIABLES OUTCOMES 


Work design 


or COnGHOD Organizational control 
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Producing 


Organizational climate 


Decision processes 
Organization structure 


Organizational effectiveness 
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DECISION CONDITIONS 


Traditionally decisions have been viewed as occurring under three distinct sets of 
conditions. These conditions are typically labelled certainty, risk, and uncertainty. Although 
you have doubtlessly run into these conditions in introductory books or courses (see, for 
example, Haimann et al., 1978: 503—8), a brief review is in order. 


Decision Making under Certainty 


The classical condition for decision making is one in which alternatives are perfectly known, 
as are outcomes. That is, the decision maker has perfect information about the complete set 
of alternatives available. Further, the decision maker knows that each alternative will lead to 
one—and only one—outcome, which is also known. 

Operating under a condition of certainty would seem to be an attractive position for a 
decision maker. The fly in the ointment, of course, is that it is an unattainable state. It is safe 
to say that there never has been, and probably never will be, a decision for which all the 
alternatives and outcomes are known with perfect certainty. Ours is not that kind of world. 
Even the most extreme circumstance will have some—however small—degree of uncer- 
tainty. The following story, traditionally attributed to the Greek historian Herodotus 
(c. 484-425 B.C.), illustrates the point:! 


A thief had been sentenced to be executed. As he was being led away, he made a bargain with the 
king: in one year he would teach the king’s favorite horse to sing hymns. 


The other prisoners watched the thief singing to the horse and laughed. “You will not succeed,” 
they told him. “No one can.” 


The thief replied: “I have a year, and who knows what might happen in that ime? The king might 
die. The horse might die. | might die. And perhaps the horse will learn to sing.” 


Decision Making under Risk 


By and large, the lot of organizational decision makers is a repetitive one. That is, most 
managers, regardless of their function or hierarchical level, make roughly the same basic 
decision over and over. Whether it is a small ordering decision made each morning by a 
supervisor or a substantial financial decision made every two years by a university president, 
managerial decisions tend to repeat themselves. 

An element of risk enters the picture, of course, as a result of this repetitiveness. If a given 
alternative is frequently best for a particular decision, and if that decision gets made 
frequently, then that given alternative will be selected on a frequent basis. If, further, that 
alternative has two outcomes, one desirable and one undesirable, the decision maker runs a 
risk each time that the undesirable outcome will occur. This is what Simon means in this 
chapter’s first article, when he tells about the importance of intelligence activities for each 
decision occurrence. Gathering relevant data for each occurrence should not be perfunc- 
tory, because at some time the undesirable outcome is bound to occur. The decision maker 
has to do all that is possible to guard against that eventuality. 


1. We are grateful to Jennifer Bailes, who reminded us of this story—described in Niven and Pournelle (1974: 
467). 
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Decision Making under Uncertainty 


At the opposite end of the decision-condition spectrum is that known as uncertainty. Under 
uncertainty, the decision maker knows nothing. The total set of alternatives is only 
incompletely understood, the various outcomes that may or may not occur are unclear, and 
even their probabilities are not known. 

The reason decision making under uncertainty is interesting, of course, is that this is the 
condition that characterizes virtually all organizational decisions. For all the amount of 
familiar, unsurprising, routine, and repetitive decisions that they encounter, organizational 
decision makers can never be quite certain that they have examined every possible 
alternative, foreseen every potential outcome, or even correctly assessed the attendant 
probabilities. Of course, this is what makes the real world of managerial decision making 
adventuresome. 

Figures 9—1, 9—2, and 9—3 (adapted from Haimann et al., 1978: 504, 505, 507) illustrate 
the three conditions. Referring to these figures, and following Simon (1976), we can 
describe each condition as follows: 


¢ Certainty: All alternatives are known. Each alternative has one outcome, which is known. 

e Risk: All alternatives are known. At least one alternative has at least two possible 
outcomes. All outcomes are known. The probability that for a given alternative a specific 
outcome will occur is known. 

e Uncertainty: The complete set of alternatives is unknown. The set of outcomes for any 
alternative is unknown. The probability that for a given alternative a specific outcome will 
occur 1s unknown. 


The Readings 


We open the chapter with Herbert A. Simon’s article, “Decision Making and Organiza- 
tional Design.” In this piece the author discusses his well-known distinction between 
programmed and nonprogrammed decisions and their respective implications for organiza- 
tional design. There are four elements to Simon’s discussion. First, decision making is a 
process, rather than a single event—a process consisting of three phases: data gathering 
(“intelligence” activities), identifying and assessing alternatives (“design” activities), and 
selecting an alternative (“choice”’ acitivity). Second, decisions tend to vary from those that 
call for highly routinized techniques in making them (“‘programmed” decisions), to those 
for which the organization has no specific procedures (“nonprogrammed” decisions). 


Alternatives 
Outcomes 
Figure 9-1. Condition of certainty (alternatives and outcomes known) 


meee Theo Haiman, William C. Scott, and Patrick E. Connor, Managing the Modern Organization, 3d. ed. (Boston: Houghton Mifflin 
1978). 


INTRODUCTORY REMARKS Silo 


Alternatives 
Probabilities 1.0 10} .90 POO IROS: .40 | .60 
.05 


Figure 9-2. Condition of risk (alternatives known, outcome probabilities known) 


Source: Theo Haiman, William C. Scott, and Patrick E. Connor, Managing the Modern Organization, 3d. ed. (Boston: Houghton Mifflin 
Co., 1978). 


Third, Simon identifies traditional and modern techniques for dealing with both types of 
decisions. Fourth, the author examines organizational characteristics that are beginning to 
emerge in response to the changing character of decision making. Simon concludes by 
offering what he calls a sketch of the new organization, identifying the critical dimensions of 
the emerging modern organization. 

James D. Thompson and Arthur Tuden continue the discussion in the second article, 
“Strategies, Structures, and Processes of Organizational Decisions.” For them, the question 

“what kinds of methods or strategies are used in making what kinds of decisions?”’ The 
authors describe four strategies commonly used: these they label computation, judgment, 
compromise, and inspiration. Thompson and Tuden then describe an organization design 
appropriate to each strategy. The article concludes with the emphasis that decision making 
is, as Simon said earlier, a process-and not a single event. The authors then discuss some 
managerial implications of this point. 


Conclusion 


In summary, this chapter deals with the single most important of all the organizational 
processes: the allocation of resources. We are concerned here with the following questions: 


1. What do we mean by the term decision process? 

2. What alternatives do organizations have in conducting their decision processes? 

3. Which decision-process designs are most compatible with what design-constraint 
conditions? 


Alternatives 


Probabilities 


Outcomes 


Figure 9-3. Condition of uncertainty (alternatives not known, outcomes not known, probabilities not 
known) 


Source: Theo Haiman, William C. Scott, and Patrick E. Connor, Managing the Modern Organization, 3d. ed. (Boston: Houghton Mifflin 
Co., 1978). 


DECISION MAKING AND ORGANIZATIONAL DESIGN 


HERBERT A. SIMON 


THE EXECUTIVE AS DECISION MAKER 


What part does decision making play in managing? I 
shall find it convenient to take mild liberties with the 
English language by using decision making as though it 
were synonymous with managing. 

What is our mental image of a decision maker? Is he 
a brooding man on horseback who suddenly rouses 
himself from thought and issues an order to a subordi- 
nate? Is he a happy-go-lucky fellow, a coin poised on 
his thumbnail, ready to risk his action on the toss? Is he 
an alert, gray-haired businessman, sitting at the board 
of directors’ table with his associates, caught at the 
moment of saying ‘aye’ or ‘nay’? Is he a bespectacled 
gentleman, bent over a docket of papers, his pen 
hovering over the line marked (X)? 

All of these images have a significant point in 
common. In them, the decision maker is a man at the 
moment of choice, ready to plant his foot on one or 
another of the routes that lead from the crossroads. All 
the images falsify decision by focusing on its final 
moment. All of them ignore the whole lengthy, 
complex process of alerting, exploring, and analysing 
that precede that final moment. 


Intelligence, Design 
and Choice in Decision Making 
In treating decision making as synonymous with 
managing, I shall be referring not merely to the final 
act of choice among alternatives, but rather to the 
whole process of decision. Decision making comprises 
three principal phases: finding occasions for making a 
decision; finding possible courses of action; and choos- 
ing among courses of action. These three activities 
account for quite different fractions of the time budgets 
of executives. The fractions vary greatly from one 
organization level to another and from one executive to 
another, but we can make some generalizations about 


them even from casual observation. Executives spend a 
large fraction of their time surveying the economic, 
technical, political, and social environment to identify 
new conditions that call for new actions. They proba- 
bly spend an even larger fraction of their ume, 
individually or with their associates, seeking to invent, 
design, and develop possible courses of action for 
handling situations where a decision is needed. They 
spend a small fraction of their time in choosing among 
alternative actions already developed to meet an iden- 
tfied problem and already analysed for their con- 
sequences. The three fractions, added together, ac- 
count for most of what executives do.! 

The first phase of the decision-making process— 
searching the environment for conditions calling for 
decision—I shall call intelligence activity (borrowing 
the military meaning of intelligence). The second 
phase—inventing, developing, and analysing possible 
courses of action—I shall call design activity. The third 
phase—selecting a particular course of action from 
those available—I shall call choice activity. 

Let me illustrate these three phases of decision. In 
the past five years, many companies have reorganized 
their accounting and other data-processing activities in 
order to make use of large electronic computers. How 
has this come about? Computers first became available 
commercially in the early 1950s. Although, in some 
vague and general sense, company managements were 
aware that computers existed, few managements had 
investigated their possible applications with any thor- 
oughness before about 1955. For most companies, the 
use of computers required no decision before that time 
because it hadn’t been placed on the agenda. (Cyert, 
Simon, and Trow, 1956.) 


1. The way in which these activities take shape within an organiza- 
tion is described in some detail in March and Simon (1958), chapters 
6 and 7. 


Abridged from Herbert A. Simon, The New Science of Management Decision, © 1960, pp. 1-8, 35-50. Reprinted by permission of 


Prentice-Hall, Inc., Englewood Cliffs, New Jersey. 
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The intelligence activity preceding the introduction 
of computers tended to come about in one of two ways. 
Some companies—for example, in the aircraft and 
atomic energy industries—were burdened with enor- 
mously complex computations for engineering design. 
Because efficiency in computation was a constant 
problem, and because the design departments were 
staffed with engineers who could understand, at least in 
general, the technology of computers, awareness of 
computers and their potentialities came early to these 
companies. After computers were already in extensive 
use for design calculations, businesses with a large 
number-processing load—insurance companies, ac- 
counting departments in large firms, banks—discov- 
ered these new devices and began to consider seriously 
their introduction. 

Once it was recognized that computers might have a 
place in modern business, a major design task had to be 
carried out in each company before they could be 
introduced. It is now a commonplace that payrolls can 
be prepared by computers. Programs in both the 
general and computer senses for doing this are rela- 
tively easy to design in any given situation. To 
develop the first computer programs for preparing 
payroll, however, was a major research and develop- 
ment project. Few companies having carried their 
investigations of computers to the point where they 
had definite plans for their use, failed to install them. 
Commitment to the new course of action took place 
gradually as the intelligence and design phases of the 
decision were going on. The final choice was, in many 
instances, almost pro forma. 

Generally speaking, intelligence activity precedes 
design, and design activity precedes choice. The cycle 
of phases is, however, far more complex than this 
sequence suggests. Each phase in making a particular 
decision is itself a complex decision-making process. 
The design phase, for example, may call for new 
intelligence activities; problems at any given level 
generate subproblems that, in turn, have their intelli- 
gence, design, and choice phases, and so on. There are 
wheels within wheels within wheels. Nevertheless, the 


2. For a good discussion on the use of the computer for such 
purposes, see Gregory and Van Horn (1960). 


three large phases are often clearly discernible as the 
organizational decision process unfolds. They are 
closely related to the stages in problem solving first 
described by John Dewey (1910): 


e What is the problem? 
e What are the alternatives? 
e Which alternative is best? 


It may be objected that I have ignored the task of 
carrying out decisions. I shall merely observe by the 
way that seeing that decisions are executed is again 
decision-making activity. A broad policy decision 
creates a new condition for the organization’s execu- 
uves that calls for the design and choice of a course of 
action for executing the policy. Executing policy, then, 
is indistinguishable from making more detailed policy. 
For this reason, I shall feel justified in taking my 
pattern for decision making as a paradigm for most 
executive activity. 


Developing Decision-Making Skills 
It is an obvious step from the premise that managing 1s 
decision making to the conclusion that the important 
skills for an executive are decision-making skills. It is 
generally believed that good decision makers, like good 
athletes, are born, not made. The belief is about as true 
in the one case as it is in the other. 

That human beings come into the world endowed 
unequally with biological potential for athletic prowess 
is undeniable. They also come endowed unequally 
with intelligence, cheerfulness, and many other 
characteristics and potentialities. To a limited extent, 
we can measure some aspects of that endowment— 
height, weight, perhaps intelligence. Whenever we 
make such measurements and compare them with 
adult performance, we obtain significant, but low, 
correlations. A man who is not a natural athlete is 
unlikely to run the four-minute mile; but many men 
who are natural athletes have never come close to that 
goal. A man whois not ‘naturally’ intelligent is unlikely 
to star in science; but many intelligent scientists are not 
stars. 

A good athlete is born when a man with some 
natural endowment, by dint of practice, learning, and 
experience develops that natural endowment into a 
mature skill. A good executive is born when a man with 
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some natural endowment (intelligence and some ca- 
pacity for interacting with his fellow men) by dint of 
practice, learning, and experience develops his endow- 
ment into a mature skill. The skills involved in 
intelligence, design, and choosing activities are as 
learnable and trainable as the skills involved in driving, 
recovering, and putting a golf ball. | hope to indicate 
some of the things a modern executive needs to learn 
about decision making. 


Executive Responsibility 
for Organizational Decision Making 

The executive’s job involves not only making decisions 
himself, but also seeing that the organization, or part of 
an organization, that he directs makes decisions effec- 
tively. The vast bulk of the decision-making activity 
for which he is responsible is not his personal activity, 
but the activity of his subordinates. 

Nowadays, with the advent of computers, we can 
think of information as something almost tangible, 
strings of symbols which, like strips of steel or’ plastic 
ribbons, can be processed—changed from one form to 
another. We can think of white-collar organizations as 
factories for processing information. The executive 1s 
the factory manager, with all the usual responsibilities 
for maintaining the factory operation, getting it back 
into operation when it breaks down, and proposing and 
carrying though improvements in its design. 

There is no reason to expect that a man who has 
acquired a fairly high level of personal skill in decision- 
making activity will have a correspondingly high skill 
in designing efficient decision-making systems. To 
imagine that there is such a connection is like supposing 
that a man who is a good weight lifter can therefore 
design cranes. The skill of designing and maintaining 
the modern decision-making systems we call organiza- 
tions are less intuitive skills. Hence, they are even more 
susceptible to training than the skills of personal 
decision making. 


Programmed and Nonprogrammed Decisions 
In discussing how executives now make decisions, and 
how they will make them in the future, let us 
distinguish two polar types of decisions. I shall call 
them programmed decisions and nonprogrammed deci- 


sions, respectively. Having christened them, I hasten to 
add that they are not really distinct types, but a whole 
continuum, with highly programmed decisions at one 
end of that continuum and highly unprogrammed 
decisions at the other end. We can find decisions of all 
shades of gray along the continuum, and I use the terms 
programmed and nonprogrammed simply as labels for 
the black and white of the range.’ 

Decisions are programmed to the extent that they 
are repetitive and routine, to the extent that a definite 
procedure has been worked out for handling them so 
that they don’t have to be treated de novo each time 
they occur. The obvious reason why programmed 
decisions tend to be repetitive, and vice versa, is that if a 
particular problem recurs often enough, a routine 
procedure will usually be worked out for solving it. 
Numerous examples of programmed decisions in orga- 
nizations will occur to you: pricing ordinary customers’ 
orders; determining salary payments to employees who 
have been ill; reordering office supplies. 

Decisions are nonprogrammed to the extent that 
they are novel, unstructured, and consequential. There 
is no cut-and-dried method for handling the problem 
because it hasn’t arisen before, or because it is so 
important that it deserves a custom-tailored treatment. 
General Eisenhower’s D-Day decision is a good exam- 
ple of a nonprogrammed decision. Remember, we are 
considering not merely the final act of ordering the 
attack, but the whole complex of intelligence and 
design activities that preceded it. Many of the compo- 
nents of the decisions were programmed—by standard 
techniques for military planning—but before these 
components could be designed they had to be provided 
with a broader framework of military and _ political 
policy. 

I have borrowed the term program from the com- 
puter trade, and intend it in the sense in which it is used 
there. A program is a detailed prescription or strategy 
that governs the sequence of responses of a system to a 
complex task environment. Most of the programs that 
govern organizational response are not as detailed or as 
precise as computer programs. However, they all have 


3 See March and Simon (1958), pp. 139—42 and 177-80 for further 
discussion of these types of decisions. The labels used there are 
slightly different. 
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the same intent: to permit an adaptive response of the 
system to the situation. 

In what sense, then, can we say that the response of a 
system to a situation is nonprogrammed? Surely some- 
thing determines the response. That something, that 
collection of rules of procedure, is by definition a 
program. By nonprogrammed | mean a response 
where the system has no specific procedures to deal 
with situations like the one at hand, but must fall back 
on whatever general capacity it has for intelligent, 
adaptive, problem-oriented action. In addition to his 
specific skills and specific knowledge, man has some 
general problem-solving capacities. Given almost any 
kind of situation, no matter how novel or perplexing, 
he can begin to reason about it in terms of ends and 
means. 

This general problem-solving equipment is not 
always effective. Men often fail to solve problems, or 
they reach unsatisfactory solutions. But man is seldom 
completely helpless in a new situation. He possesses 
general problem-solving equipment which, however 
inefficient, fills some of the gaps in his special problem- 
solving skills. And organizations, as collections of men, 
have some of this same general adaptive capacity. 

The cost of using general-purpose programs to solve 
problems is usually high. It is advantageous to reserve 
these programs for situations that are truly novel, 
where no alternative programs are available. If any 
particular class of situations recurs often enough, a 
special-purpose program can be developed which gives 
better solutions and gives them more cheaply than the 
general problem-solving apparatus. 

My reason for distinguishing between programmed 


and nonprogrammed decisions is that different tech- 
niques are used for handling the programmed and the 
nonprogrammed aspects of our decision making. The 
distinction, then, will be a convenient one for classify- 
ing these techniques. I shall use it for that purpose, 
hoping that the reader will remind himself from time to 
time that the world is mostly gray with only a few spots 
of pure black or white. 

[Table 9-1] will provide a map of the territory I 
propose to cover. In the northern half of the map are 
some techniques related to programmed decision mak- 
ing, in the southern half, some techniques related to 
nonprogrammed decision making. In the western half 
of the map I placed the classical techniques used in 
decision making—the kit of tools that has been used by 
executives and organizations from the ume of the 
earliest recorded history up to the present generation. 
In the eastern half of the map I placed the new 
techniques of decision making—tools that have been 
forged largely since the Second World War, and that 
are only now coming into extensive use 1n management 
in this country. I shall proceed across the map from 
west to east, and from north to south, taking up, in 
order, the north-west and the south-west quadrants, 
the north-east quadrant, and the south-east quadrant. 

I can warn you now to what conclusion this journey 
is going to lead. We are in the midst of a major 
revolution in the art or scilence—whichever you prefer 
to call it—of management and organization. 


Some Fundamentals of Organizational Design 


An organization can be pictured as a three-layered 
cake. In the bottom layer, we have the basic work 


TABLE 9—1 TRADITIONAL AND MODERN TECHNIQUES OF DECISION MAKING 
a Decision-Making Techniques 
Types of Decisions 
Traditional Modern 
Programmed: 1. Habit 1. Operations research: mathematical analysis; 
Routine, repetitive decisions 2. Clerical routine: standard operating procedures models; computer simulation 


Organization develops specific 3. 
processes for handling them 
channels 


Nonprogrammed: 

One-shot, ill-structured, novel 
policy decisions 

Handled by general 
problem-solving processes 


Rules of thumb 


Nw = 


Organization structure: common expectations; a 
system of subgoals; well-defined informational 


Judgment, intuition, and creativity 


Selection and training of executives 


2. Electronic data processing 


Heuristic problem-solving techniques applied to: 
a. training human decision makers 
b. constructing heuristic computer programs 
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processes—in the case of a manufacturing organization, 
the processes that procure raw materials, manufacture 
the physical product, warehouse it and ship it. In the 
middle layer, we have the programmed decision- 
making processes, the processes that govern the day- 
to-day operation of the manufacturing and distribution 
system. In the top layer, we have the nonprogrammed 
decision-making processes, the processes that are re- 
quired to design and redesign the entire system, to 
provide it with its basic goals and objectives, and to 
monitor its performance. 

Automation of data processing and decision making 
will not change this fundamental three-part structure. 
It may, by bringing about a more explicit description of 
the entire system, make the relations among the parts 
clear and more explicit. 

The organizations of the future, then, will be 
hierarchies, no matter what the exact division of labor 
between men and computers. This is not to say that 
there will be no important differences between present 
and future organizations. Two points, in particular, 
will have to be re-examined at each stage of automa- 
tion: 


1. What are the optimal sizes of the building blocks in 
the hierarchy? This is the question of centralization and 
decentralization. 


2. What will be the relations among the building 
blocks? In particular, how far will traditional authority 
and accountability relations persist, and how far will 
they be modified? What will be the effect of automa- 
tion upon subgoal formation and subgoal identifica- 
tion? 


Size of the Building Blocks: Centralization and Decen- 
tralization. One of the major contemporary issues in 
organization design is the question of how centralized 
or decentralized the decision-making process will be— 
how much of the decision making should be done by 
the executives of the larger units, and how much should 
be delegated to lower levels. But centralizing and 
decentralizing are not genuine alternatives for organ- 
izing. Ihe question is not whether we shall decen- 
tralize, but how far we shall decentralize. What we 
seek, again, is a golden mean: we want to find the 
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proper level in the organization hierarchy —neither too 
high nor too low—for each important class of decisions. 

Over the past twenty or more years there has been a 
movement toward decentralization in large American 
business organizations. This movement has probably 
been a sound development, but it does mot signify that 
more decentralization is at all times and under all 
circumstances a good thing. It signifies that at a 
particular time in history, many American firms, 
which had experienced almost continuous long-term 
growth and diversification, discovered that they could 
operate more effectively if they brought together all 
the activities relating to individual products or groups 
of similar products and decentralized a great deal of 
decision making to the departments handling these 
products or product groups. At the very time this 
process was taking place there were many cross- 
currents of centralization in the same companies—cen- 
tralization, for example, of industrial relations activities. 
There is no contradiction here. Different decisions 
need to be made in different organizational locations, 
and the best location for a class of decisions may change 
as circumstances change. 

There are usually two pressures toward greater 
decentralization in a business organization. First, it 
may help bring the profit motive to bear on a larger 
group of executives by allowing profit goals to be 
established for individual subdivisions of the company. 
Second, it may simplify the decision-making process 
by separating out groups of related activities—produc- 
tion, engineering, marketing, and finance for particular 
products—and allowing decisions to be taken on these 
matters within the relevant organizational subdivisions. 
Advantages can be realized in either of these ways only 
if the units to which decision is delegated are natural 
subdivisions—if, in fact, the actions taken in one of 
them do not affect in too much detail or too strongly 
what happens in the others. Hierarchy always implies 
intrinsically some measure of decentralization. It 
always involves a balancing of the cost savings through 
direct local action against the losses through ignoring 
indirect consequences for the whole organization. 

Organizational form, I said earlier, must be a joint 
function of the characteristics of humans and their tools 
and the nature of the task environment. When one or 
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the other of these changes significantly, we may expect 
concurrent modifications to be required in organiza- 
tional structure—for example, in the amount of cen- 
tralization or decentralization that is desirable. 

When the cable and the wireless were added to the 
world’s techniques of communication, the organization 
of every nation’s foreign office changed. The ambassa- 
dor and minister who had exercised broad, discretion- 
ary decision-making functions in the previous decen- 
tralized system, were now brought under much closer 
central control. The balance between the costs in time 
and money of communication with the center had been 
radically altered. 

The automation of important parts of business 
data-processing and decision-making activity, and the 
trend toward a much higher degree of structure and 
programming of even the nonautomated part will 
radically alter the balance of advantage between cen- 
tralization and decentralization. The main issue is not 
the economics of scale—not the question of whether a 
given data-processing job can better be done by one 
large computer at a central location or a number of 
smaller ones, geographically or departmentally decen- 
tralized. Rather, the main issue is how we shall take 
advantage of the greater analytic capacity, the larger 
ability to take into account the interrelations of things, 
that the new developments in decision making give us. 
A second issue is how we shall deal with the techno- 
logical fact that the processing of information within a 
coordinated computing system is orders of magnitude 
faster than the input-output rates at which we can 
communicate from one such system to another, partic- 
ularly where human links are involved. 

Let us consider the first issue: the capacity of the 
decision-making system to handle intricate interrela- 
tions in a complex system. In many factories today, the 
extent to which the schedules of one department are 
coordinated in detail with the schedules of a second 
department, consuming, say, part of the output of the 
first, is limited by the computational complexity of the 
scheduling problem. Often the best we can do is to set 
up a reasonable scheduling scheme for each department 
and put a sizeable buffer inventory of semi-finished 
product between them to prevent fluctuations in the 
operation of the first from interfering with the opera- 


tion of the second. We accept the cost of holding the 
inventory to avoid the cost of taking account of detailed 
scheduling interactions. 

We pay large inventory costs, also, to permit factory 
and sales managements to make decisions in semi- 
independence of each other. The factory often stocks 
finished products so that it can deliver on demand to 
sales warehouses; the warehouses stock the same prod- 
uct so that the factory will have time to manufacture a 
new batch after an order is placed. Often, too, 
manufacturing and sales departments make their deci- 
sions on the basis of independent forecasts of orders. 

With the development of operations research tech- 
niques for determining optimal production rates and 
inventory levels, and with the development of the 
technical means to maintain and adjust the data that are 
required, large savings are attainable through inven- 
tory reductions and the smoothing of production 
operations, but at the cost of centralizing to a greater 
extent than in the past the factory scheduling and 
warehouse ordering decisions. Since the source of the 
savings 1s in the coordination of the decisions, central- 
ization is unavoidable if the savings are to be secured. 

The mismatch— unlikely to be removed in the near 
future—between the kinds of records that humans 
produce readily and read readily and the kinds that 
automatic devices produce and read readily is a second 
technological factor pushing in the direction of cen- 
tralization. Since processing steps in an automated 
data-processing system are executed in a thousandth or 
even millionth of a second, the whole system must be 
organized on a flow basis with infrequent intervention 
from outside. Intervention will take more and more the 
form of designing the system itself—programming— 
and less and less the form of participating in its 
minute-by-minute operation. Moreover, the parts of 
the system must mesh. Hence, the design of decision- 
making and data-processing systems will tend to be a 
relatively centralized function. it will be a little like 
ship design. There is no use in one group of experts 
producing the design for the hull, another the design 
for the power plant, a third the plans for the passenger 
quarters, and so on, unless great pains are taken at each 
step to see that all these parts will fit into a seaworthy 


ship. 


320 


It may be objected that the question of motivation 
has been overlooked in this whole discussion. If deci- 
sion making is centralized how can the middle-level 
executive be induced to work hard and effectively? 
First, we should observe that the principle of decen- 
tralized profit-and-loss accounting has never been 
carried much below the level of product-group depart- 
ments and cannot, in fact, be applied successfully to 
fragmented segments of highly interdependent activi- 
ties. Second, we may question whether the conditions 
under which middle-management has in the past 
exercised its decision-making prerogatives were actu- 
ally good conditions from a motivational standpoint. 

Most existing decentralized organization structures 
have at least three weaknesses in motivating middle- 
management executives effectively. First, they en- 
courage the formation of and loyalty to subgoals that 
are only partly parallel with the goals of the organiza- 
tion. Second, they require so much nonprogrammed 
problem solving in a setting of confusion that they do 
not provide the satisfactions which, we argued earlier, 
are valued by the true professional. Third, they realize 
none of the advantages, which by hindsight we find we 
have often gained in factory automation, of substituting 
machine-paced (or better, system-paced) for man- 
paced operation of the system.+* 

The question of motivation we have just raised has a 
broader relevance than the issue of decentralization and 
I will discuss it later, in the section on authority and 
responsibility relations. Meanwhile, we can summarize 
the present discussion by saying that the new develop- 
ments in decision making will tend to induce more 
centralization in decision-making activities at middle- 
management levels. 

Authority and Responsibility. Let me draw a sketch 
of the factory manager’s job today. How far it is a 
caricature, and how far a reasonably accurate portrait, I 


4. The general decline in the use of piece-rates is associated with the 
gradual spread of machine-paced operations through the factory with 
the advance of automation. In evaluating the human consequences of 
this development, we should not accept uncritically the common 
stereotypes that were incorporated so effectively in Charlie Chap- 
lin’s Modern Times. Frederick Taylor’s sophisticated understanding 
of the relations between incentives and pace, expressed, for example, 
in his story of the pig-iron handler, is worth pondering. 
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shall let you decide. What is the factory manager's 
authority? He can hire and fire. He can determine 
what shall be produced in his factory and how much. 
He can make minor improvements in equipment and 
recommend major ones. In doing all of these things, he 
is subject to all kinds of constraints and evaluations 
imposed by the rest of the organization. Moreover, the 
connection between what he decides and what actually 
happens in the factory is often highly tenuous. He 
proposes, and a complex administrative system dis- 
poses. 

For what is the factory manager held accountable? 
He must keep his costs within the standards of the 
budget. He must not run out of items that are ordered. 
If he does, he must produce them in great haste. He 
must keep his inventory down. His men must not have 
accidents. And so on. 

Subject to this whole range of conflicting pressures, 
controlling a complex system whose responses to 
instruction is often erratic and unpredictable, the 
environment of the typical middle-management exec- 
utive—of which the factory manager is just one 
example—is not the kind of environment a psycholo- 
gist would design to produce high motivation. The 
manager responds in understandable ways. He trans- 
mits to his subordinates the pressures imposed by his 
superiors—he becomes a work pusher, seeking to 
motivate by creating for his subordinates the same 
environment of pressure and constraint that he experi- 
ences. He and his subordinates become expediters, 
dealing with the pressure that is felt.at the moment by 
getting out a particular order, fixing a particular 
disabled machine, following up a particular tardy 
supplier. 

I do not want to elaborate the picture further. The 
important point is that the task’ of middle managers 
today is very much taken up with pace setting, with 
work pushing, and with expediting. As the automation 
and rationalization of the decision-making process 
progress, these aspects of the managerial job are likely 
to recede in importance. 

If a couple of terms are desired to characterize the 
direction of change we may expect in the manager’s 
job, | would propose rationalization and impersonaliza- 
tion. In terms of subjective feel the manager will find 
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himself dealing more than in the past with a well- 
structured system whose problems have to be diag- 
nosed and corrected objectively and analytically, and 
less with unpredictable and sometimes recalcitrant 
people who have to be persuaded, prodded, rewarded, 
and cajoled. For some managers, important satisfac- 
tions derived in the past from interpersonal relations 
with others will be lost. For other managers, important 
satisfactions from a feeling of the adequacy of profes- 
sional skills will be gained. 

My guess, and it is only a guess, is that the gains in 
satisfaction from the change will overbalance the losses. 
I have two reasons for making this guess: first, because 
this seems to be the general experience in factory 
automation as it affects supervisors and managers; 
second, because the kinds of interpersonal relations 
called for in the new environment seem to me gener- 
ally less frustrating and more wholesome than many of 
those we encounter in present-day supervisory rela- 
tions. Man does not generally work well with his fellow 
man in relations saturated with authority and depen- 
dence, with control and subordination, even though 
- these have been the predominant human relations in 
the past. He works much better when he is teamed 
with his fellow man in coping with an objective, 
understandable, external environment. That will be 
more and more his situation as the new techniques of 
decision making come into wide use. 


A Final Sketch of the New Organization 


Perhaps in the preceding paragraphs I have yielded to 
the temptation to paint a Utopian picture of the 
organization that the new decision-making techniques 
will create. If so, | have done so from an urge to calm 
the anxieties that are so often and so unnecessarily 
aroused by the stereotype of the robot. The anxieties 
are unnecessary because the existence in the world 
today of machines that think, and of theories that 
explain the processes of human thinking, subtracts not 
an inch, not a hair, from the stature of man. Man is 
always vulnerable when he rests his case for his worth 
and dignity on how he differs from the rest of the 
world, or on the special place he has in God’s scheme or 
nature’s. Man must rest his case on what he is. This is in 
no way changed when electronic systems can duplicate 


some of his functions or when some of the mystery of 
his processes of thought 1s taken away. 

The changes I am predicting for the decision-mak- 
ing processes in organizations do not mean that work- 
ers and executives will find the organizations they will 
work in strange and unfamiliar. In concluding, I should 
like to emphasize the aspects in which the new 
organizations will much resemble those we know now. 


1. Organizations will still be constructed in three 
layers; an underlying system of physical production 
and distribution processes, a layer of programmed (and 
probably largely automated) decision processes for 
governing the routine day-to-day operation of the 
physical system, and a layer of nonprogrammed deci- 
sion processes (carried out in a man-machine system) 
for monitoring the first-level processes, redesigning 
them, and changing parameter values. 


2. Organizations will still be hierarchical in form. The 
organization will be divided into major subparts, each 
of these into parts, and so on, in familiar forms of 
departmentalization. The exact bases for drawing 
departmental lines may change somewhat. Product 
divisions may become even more important than they 
are today, while the sharp lines of demarcation among 
purchasing, manufacturing, engineering, and sales are 
likely to fade. 


But there is a more fundamental way in which the 
organizations of the future will appear to those in them 
very much like the organizations of today. Man is a 
problem-solving, skill-using, social animal. Once he has 
satisfied his hunger, two main kinds of experiences are 
significant to him. One of his deepest needs is to apply 
his skills, whatever they be, to challenging tasks—to 
feel the exhilaration of the well-struck ball or the 
well-solved problem. The other need is to find mean- 
ingful and warm relations with a few other human 
beings—to love and be loved, to share experience, to 
respect and be respected, to work in common tasks. 

Particular characteristics of the physical environ- 
ment and the task environment are significant to man 
only as they affect these needs. The scientist satisfies 
them in one environment, the artist in another; but 
they are the same needs. A good business novel or 
business biography is not about business. It is about 
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love, hate, pride, craftsmanship, jealousy, comradeship, 
ambition, pleasure. These have been, and will continue 
to be man’s central concerns. 

The automation and rationalization of decision 
making will, to be sure, alter the climate of organiza- 


tions in ways important to these human concerns. | 
have indicated what some of the changes may be. On 
balance, they seem to me changes that will make it 
easier rather than harder for the executive’s daily work 
to be a significant and satisfying part of his life. 


STRATEGIES, STRUCTURES, AND PROCESSES 
OF ORGANIZATIONAL DECISIONS 


JAMES D. THOMPSON 
ARTHUR TUDEN 


Despite the apparent importance of decision making 
for theories of administration and the considerable 
attention recently devoted to the topic, present models 
and knowledge of decision making have generated few 
hypotheses about administration, and they have not 
been adequately linked with organizational models. 

A major deficiency of most decision models has been 
that they are economically logical models seeking to 
describe maximization processes. These econo-logical 
models have utility as criteria against which to reflect 
behavior, but they have contributed little toward the 
explanation or prediction of behavior. 

Simon (1955) has achieved a major breakthrough 
with his “‘satisficing” model. This is much more than 
the mere substitution of one word of one concept for 
another, for Simon’s model is a psycho-logical model 
designed to describe and predict behavior. Its full 
significance seems not yet to be widely recognized. 

This psychological model of decision making 1s 
essentially one dealing with individual human beings. It 
applies equally to purposive choices of a personal or an 
organizational nature. Its generalizability is, however, 
both a source of power and of limitation, for it does not 
deal explicitly with the particular phenomena which 
surround the making of decisions in organizational 
contexts. 

As a companion to the psychological model, there- 
fore, we wish to develop sociological models. We 
believe they will point to important decision-making 
behavior which has been observed in organizations but 
which is neither described nor predicted by econologi- 
cal or psychological models. 

We will attempt to show 1. that there are several 
types of decisions to be made in and on behalf of 
collective enterprises, 2. that each type of decision calls 


for a different strategy or approach, 3. that there are 
several varieties of organizational structures which 
facilitate these several strategies, and 4. that the 
resulting behavior defines variations in decision pro- 
cesses. It has been our purpose to construct models 
which are neither culture-bound nor discipline-bound, 
containing no evaluative or normative elements. 


WORKING DEFINITIONS 


“Choice” from among alternatives seems to be the 
end-point of decision making, but the term decision will 
not be confined simply to ultimate choice. Rather, 
decision will refer to those activities which contribute to 
choice, including recognizing or delimiting and evalu- 
ating alternatives as well as the final selection. Thus an 
individual may have responsibility for making a final 
choice on behalf of an organization, but if others help 
him delimit or evaluate alternatives We will not de- 
scribe that individual as the decider.} 

The term decision in this paper should also be 
understood to refer to organizational decisions. Per- 
sonal decisions, 1.e., choices presumed by an individual 
to have consequences only for himself, are excluded 
(Barnard, 1936). Likewise, unconscious choices or 
habits are not within the scope of this paper. 

The term decision unit will be used to refer to that 
individual or group within an organization which has 
power, responsibility, or authority to choose, on a 
particular issue, for the organization. To illustrate, in 
American jurisprudence, “the court” may be the 
appropriate organization, but the power to decide 


1, For the notion of “composite decisions” see Herbert A. Simon, 
(1957a). See also R. Tannenbaum and F. Massarik (1950). 


Reprinted from Comparative Studies in Administration by James D. Thompson. Edited by the Staff of the Administrative Science Center, by 
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certain issues is assigned to a single presiding judge as 
the decision unit; other issues are assigned to a jury as 
the decision unit; still others are assigned to a panel of 
justices as the decision unit. 


TYPES OF DECISION ISSUES 


The notion of differing types of issues calling for 
decisions is not new. More than a decade ago Simon 
(1945) distinguished ethical from factual decisions but 
no one seems to have extended his analysis. More 
recently there has been considerable discussion of 
decision making under the differential conditions of 
certainty, risk, and uncertainty.2, Dorwin Cartwright 
has suggested distinguishing among judgment, prefer- 
ence-ranking, and “actual decision making” (which he 
defines as commitment to action).? There have, how- 
ever, been few attempts to build typologies of issues or 
decisions. 

A typology of issues will enable the sorting out of 
a. those aspects of decision situations which confront 
decision units from b. those actions which decision 
units may take in such situations. 

The main elements of decision—found both in the 
econological and psychological models available—seem 
to be three: 1. alternative courses of action, 2. differen- 
tial consequences of the several alternatives (means), 
and 3. evaluation of the potential outcomes on some 
scale of desirability (ends).* 

We will work with two of those three variables, 
dropping “alternative courses of action,” since by 
definition a unit called upon to decide is aware of at 
least one pair of alternatives. Before working with the 
remaining two variables, however, we wish to redefine 
them slightly in order to achieve greater generaliza- 
bility. 

The notion of “consequences of alternative courses 


2. For example, see the collection of papers edited by M. J. 
Bowman, Expectations, Uncertainty and Business Behavior (New 
York: Social Science Research Council, 1958); and R. D. Luce and 
H. Raiffa, Games and Decisions (New York: John Wiley & Sons, 
1957) 


3, In Bowman, op. cit. 


4. We believe this is not inconsistent with the statements of such 
diverse writers as Simon (1953), Richard C. Snyder (1958), and 
Jacob Marschak (1954). 
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of action” assumes only a concern with present and 
future, not with past actions. Yet it seems reasonable, 
for example, to conceive of the trial jury as a decision 
unit which works backward from one present fact, e.g., 
a corpus delicti, to choose one of several possible past 
actions which may account for the present fact. This 
sequence may also characterize certain decisions in 
scientific research and in audits or inspections. The 
notion of causation, as applied to several alternatives, 
seems to us to subsume both questions of present and 
future states and questions of past actions which may 
explain present states. 

We would also like to avoid some of the implications 
of such terms as desirability scale, which is inanimate, 
and to substitute for them some term with more 
explicit behavioral overtones. For this purpose we will 
speak of preferences about outcomes. In conceiving of our 
major variables as causation and preferences, we have 
gained a certain flexibility without losing the value of 
previous work on economic models. The means-ends 
approach falls within our scheme, but we have the 
added advantage of being able to include other ap- 
proaches too. 

Since we are dealing with organizations—social 
systems—it cannot be taken for granted that causation 
will be “known” as soon as a decision issue appears, nor 
can it be assumed that the organization is certain of its 
preferences regarding the several alternatives appar- 
ent. Often the organization’s decision unit cannot 
simply choose, but must act to determine what its 
knowledge or beliefs are regarding cause-and-effect 
relationships, and what its preferences are about the 
postulated effects. 

Now, if the two variables causation and preferences 
are reflected against the additional question of whether 
there is agreement or consensus within the decision unit 
about these two matters, it is possible to construct a 
fourfold typology of decision issues. 


Preferences about Possible Outcomes 


Agreement Disagreement 
Beliefs Agreement Computation 
about 
Causation Disagreement | Judgment 
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The labels in the four cells—computation, judgment, 
compromise, and inspiration—are descriptive of four 
strategies which we believe are approriate for the four 
types of decision issues. In the following section we will 
elaborate on those strategies, and connect them with 
certain types of social structures. For the time being we 
will deal only with “pure” cases. 


PURE STRATEGIES AND STRUCTURES 


Decision by Computation 


Where there is agreement regarding both causation 
and preference, i.e., where a preference hierarchy is 
understood and where knowledge is available or be- 
lieved to be available, decision making is a technical or 
mechanical matter. In its extreme form, this situation 
requires no genuine choice, since the problem-solution 
appears as common sense. 

But in many instances, the appropriate techniques 
for equating cause-effect knowledge with known pref- 
erences are quite complicated. The data may be so 
- voluminous for example, that only an electronic cal- 
culator can make sense of them. Likewise, the particu- 
lar sequences of action involved in the techniques may 
be hard to master and difficult to carry out, so that only 
the highly trained specialist can arrive at an appropriate 
choice. In either event, the strategy for decision 1s 
straightforward analysis, and we term this decision by 
computation. 


A Structure for Computation 


Assuming for the moment complete freedom to build 
an organization which will face only computation 
issues, and that our guiding norms are economy of 
effort and efficiency of performance, what kind of 
organization shall we build? 

This will be an organization of specialists, one for 
each kind of computation problem we can anticipate, 
and we want to introduce four constraints or rules to: 
1. prohibit our specialists from making decisions in 
issues lying outside their spheres of expert competence, 
2. blind each specialist to the organization’s preference 
scale, 3. route all pertinent information to each special- 
ist, and 4. route every issue to the appropriate specialist. 


The organization which we have just built contains 
the heart of what Max Weber described as the “pure 
type” of bureaucracy. This bureaucratic model is 
clearly expressed in the “formal” or “official” structure 
of the great majority of business firms, governmental 
agencies, and military units. For each of these, pre- 
sumably, preferences can be stated with some clarity. 
Members are appointed to positions only so long as 
they embrace those preferences. Moreover, bureau- 
cracy is formulated on the assumption that rules or 
procedures can be established for classes of cases or 
problems, and that the events which will call for 
organizational decisions are repetitive or serial events 
for which expert competence can be developed. Can- 
didates for these positions are expected to hold licenses 
or degrees indicating successful completion of training 
for the specialized positions, or to pass tests. 

It is in these organizations that the concept and 
practice of “delegation” seems most widespread, and 
that decision units officially are comprised of single 
individuals. Expert specialization means that the or- 
ganization can enjoy the economy of assigning prob- 
lems to individuals or their electronic counterparts. 


Decision by Majority Judgment 


Where causation is uncertain or disputed, although 
preferences are clearly known and shared, decision 
making takes on new difficulties. Lacking in acceptable 
“proof” of the merits of alternatives, the organization 
must rely on judgment.’ Triangulation illustrates this 
simply and clearly. Each member of the three-man 
team is presumed competent by virtue of his training 
and his equipment to make a judgment, but because 
none has indisputable and complete evidence, none is 
permitted to make the decision alone, and no member 
may outvote or override the judgment made by other 
members. But triangulation is a special case of the more 
general problem—special because each judge focuses 
on the same empirical phenomenon from his own 
special vantage point. More frequent, perhaps, is the 
case where there is not only differential perception but 


5. See Leon Festinger’s (1950) important distinction between 
“social reality” and ‘‘external reality” as bases for the validation of 
opinions of group members. 


326 


also differential interpretation, and this is most clearly 
illustrated by the voting situation in which the collec- 
tive judgment determines the decision. We will refer 
to this strategy of organizational decision as one of 
majority judgment. 


A Structure for Majority Judgment 


What kind of organization shall we build as an ideal 
one to handle only judgmental problems? This is to be 
an organization of wise and knowing men, operating 
according to constraints or rules which: 1. require 
fidelity to the group’s preference hierarchy, 2. require 
all members to participate in each decision, 3. route 
pertinent information about causation to each member, 
4. give each member equal influence over the final 
choice, and 5. designate as ultimate choice that alterna- 
tive favored by the largest group of judges—the 
majority. 

What we have just described may be labeled, for 
lack of a better term, a collegium. This concept has 
been used in ecclesiastical literature to refer to a 
self-governing voluntary group, with authority vested 
in the members. Whatever this type of organization 1s 
labeled, the social science literature does not seem to 
contain formal models of it, as it does for bureaucracy. 

Nevertheless, this type of organization is described 
in case studies of “voluntary associations” and in the 
constitutions and bylaws of many organizations, in- 
cluding many American universities and trade unions. 
All of these not only take steps to “get out the vote,” 
but incorporate into their bylaws provisions requiring a 
quorum for the transaction of official business. Direct 
elections of government officials approximate the col- 
legial situation, with each literate citizen-of-age pre- 
sumed to have equal competence and influence at the 
polls. 

Governing boards of directors or trustees are also 
established on the collegial principle, with the require- 
ment of a quorum in order for judgments to be 
binding.® 


6. The typical conception of the corporation as pyramidal in form, 
with ultimate authority peaking in the office of the president, is thus 
misleading. It would be more descriptive to think of the‘corporation 
as a wigwam, with a group at the top. 
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Decision by Compromise 


On occasion there may be agreement by all parties as to 
the expected consequences or causes of available alter- 
natives, but lack of consensus over preferences toward 
such “facts.” Neither computation nor collective judg- 
ment is “appropriate” for this type of issue, for the 
blunt fact is that if one preference is satisfied, another is 
denied. An organization facing this situation may fall 
apart through schism, civil war, or disinterest, unless 
some common item or point can be found on the 
several extant preference scales. It can be illustrated by 
imagining an organization composed of two factions. 
For faction A, the preference scale runs 1, 2, and 3, 
while for faction B, the scale is 4, 5, and 6. In this case, 
in order for either faction to obtain at least an 
acceptable solution the other must be denied all 
satisfaction, and this presages the end of the organiza- 
tion. If the preference scales run 1, 2, and 3, in that 
order, and 3, 4, and 5, both factions can attain a 
modicum of satisfaction by choosing 3. The appro- 
priate strategy where causation is conceded but pref- 
erences are in dispute thus appears to be one which will 
arrive at the common preference. We will refer to this 
strategy as decision by compromise. 


A Structure for Compromise 


Now the task is to construct an ideal organization to 
handle compromise types of issues economically and 
efficiently. 

Whereas computation problems call for the smallest 
possible decision unit, and collective judgment for the 
widest possible participation, compromise seems to 
require a decision unit of intermediate size. What we 
want is a structure to facilitate bargaining, and since 
this involves detailed and subtle exploration of the 
several factional preference scales, the decision unit 
must be small enough to permit sustained and often 
delicate interchange. On the other hand, there is the 
requirement that all factions—or certainly all impor- 
tant factions—be involved in the decision. This leads, 
we think, to the representative body as the appropriate 
structure. 

For this purpose, we will build rules or constraints 
into our organization to: 1. require that each faction 
hold as its top priority preference the desire to reach 
agreement, 1.€., to continue the association, 2. ensure 
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that each faction be represented in the decision unit, 3. 
give each faction veto power, and 4. give each faction 
all pertinent, available information about causation. 

The United Nations Security Council approximates 
this type of decision unit, if we assume that the member 
nations represent all important blocs. Federations often 
provide the representative structure for boards of 
directors. The American Congress appears to fit this 
pattern, with the “veto” requirement relaxed because 
of the size of the body. It is possible to conceive of the 
Congress as an arena for bargaining and compromise, 
rather than judgment, with the vote considered merely 
a mechanical device for measuring at any point in time 
the current state of negotiations. 

The representative decision unit, operating toward 
compromise, is also seen, though less formally, in many 
loosely organized societies in the form of “consensus 
decision making” by councils of tribal chiefs or elders.’ 
In these instances power is relatively diffused, so that a 
“veto” of an alternative by any one member of the 
decision unit prevents the choice of that alternative. 
While not necessarily elected, members of the decision 
unit have to maintain followings and thus may be 
considered representatives. This is clearly brought out 
in the studies cited. 

The American trial jury for capital cases can also be 
seen as an attempt to ensure bargaining or weighing of 
the evidence against the conflicting preferences of 
freeing the innocent and punishing the guilty. The 
jury situation differs from many other compromise 
situations in that each member of the unit is presumed 
to be an advocate of both of the competing values 
(rather than an advocate of one factional position) who 
“bargains with himself.” The requirement of unanim- 
ity for the jury seeks to remove the decision from the 
area of majority judgment to one of arriving at a choice 
endorsable by all members of the decision unit. 


Decision by Inspiration 


The fourth and in our typology the final type of issue is 
one in which there is disagreement both as to causation 


7. F. M. and M. M. Keesing, Elite Communication in Samoa 
(Stanford: Stanford University Press, 1956); W. B. Miller, “Two 
Concepts of Authority,” American Anthropologist (April 1955); and 
M. Nash, “Machine Age Maya: The Industrialization of a Gua- 
temalan Community,” American Anthropologist, Part 2 (April 
1958). 


and as to preferences. This is, of course, a most 
dangerous situation for any group to be in; certainly by 
definition and probably in fact the group in this 
situation is nearing disintegration. While this situation 
seems to be far removed from the usual discussions of 
decision making, we believe it has empirical as well as 
theoretical relevance. 

The most likely action in this situation, we suspect, is 
the decision not to face the issue. Organizations which 
appear to be slow to seize opportunities or to respond to 
environmental events may, on close inspection, be 
organizations which contain disagreement as to both 
preferences and causation. To the extent that the 
organization in this predicament can avoid an issue, it 
may at least maintain itself as an organization. If it is 
forced to choose, however, the organization is likely to 
dissolve—unless some innovation can be introduced. 

Anthropologists have recorded on numerous occa- 
sions institutionalized means of gaining inspiration by 
referring “insoluble” problems to supernatural forces, 
and it is no secret that responsible public officials in 
“less superstitious” nations call on Divine Guidance 
when they must make momentous decisions for which 
there is no precedent and the consequences are highly 
uncertain. A related device is for the group to rely on a 
charismatic leader. 

As Weber (1958) pointed out, the charismatic 
leader is thought by his followers to have solutions or at 
least the wisdom to find them. Frequently he offers a 
new set of ideals or preferences which rally unity out of 
diversity, by shifting attention. Pointing to a real or 
fancied threat from outside is one ancient device for 
this. 

The 1958 election of De Gaulle and adoption of the 
new French communante seems to reflect the cha- 
rismatic or inspirational type of situation.® But it also 
seems possible for individuals in nominal positions of 
leadership to attain and articulate enough imagination 
to create a new vision or image and thereby pull 
together a distintegrating organization. This seems 
consistent with the conclusion of Karl Deutsch and his 


8. Although nominally a choice by vote, the majority approached 
unanimity, and it seems that voters were not asked to judge his ability 
to solve such specific problems as the war in Africa, but rather were 
asked to impute to him and endorse qualities of omnipotence. 
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colleagues (1957) as to the importance of innovation 
and invention in bringing about political integration. 
Whatever the particular form of leadership exercised, 
we believe that decisions of this type—where there has 
been dissensus about both causation and preferences— 
are decisions by inspiration. 


A Structure for Inspiration 


It is difficult to conceive of an ideal structure for 
decision by inspiration, for the thinking of the social 
scientist is oriented toward pattern and organization, 
while the situation we face here is one of randomness 
and disorganization. If these situations occur it proba- 
bly is seldom by design. Nevertheless, an attempt to 
deliberately construct such a situation might be in- 
structive for the student of organization. 

What we are trying to build now has been labeled 
by Durkheim (1951) as a state of anomie, normless- 
ness, or deregulation. As a rough approximation, 
anomie occurs when former goals or values have lost 
their meaning or significance or when such goals 
appear unobtainable with the means available. Thus, 
our problem is to create a situation of chaos, but to do so 
with an aggregation of persons who in some sense can 
be considered to constitute a group or collectivity. We 
will therefore call for the following constraints: 1. the 
individuals or groups must be interdependent and thus 
have some incentive for collective problem solving, 2. 
there must be a multiplicity of preference scales and 
therefore of factions, with each faction of approxi- 
mately equal strength, 3. more information must be 
introduced than can be processed, and it must be 
routed through mulitple communication channels,!° 
and 4. each member must have access to the major 
communication networks, in case inspiration strikes. 


9. This does not guarantee, of course, that the various factions will 
remain members of the organization, for we have not ruled out the 
possibility that they will exploit other resources as substitutes for 
those provided by the organizations. 


10. Dissensus over causation might be achieved by withholding 
pertinent information about cause and effect, but this is not foolproof 
because organization members can invent fictions to fill in the missing 
gaps. Dubin describes organization fictions as ways of dealing with 
the unknown, and suggests that fictions can provide the ideological 
goals and purposes necessary to an organization, as well as beliefs 
regarding the efficacy of available means. See Dubin (1951). 
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While it is doubtful if empirical cases of organiza- 
tional anomie are deliberately created, there seems to 
be evidence that the more carefully structured organi- 
zations do sometimes find themselves in a state of 
anomie. The routed military organization, for example, 
is characterized by de-emphasis of military values and 
an abundance of rumors, contradictory information, 
and loss of contact or faith in nominal leaders. 

Anomie and inspiration probably appear in less stark 
form in formal organizations, for the most part. 
Befuddled administrators of organizations caught up in 
forces which are not understood may and sometimes do 
rely on decision by inspiration in one of two forms: a. 
imitation of more prestigeful and successful organiza- 
tions, or b. importation of prestigeful and authoritative 
management consultants to tell them what they should 
want and how to go after it. 

In each of these illustrations the effect is to convert 
the anomic situation into something resembling a 
computational situation, and to rely upon a decision 
unit composed of one individual, as in the case of 
bureaucracy. The basis for designating the “expert” 
differs, of course. But the production of a new vision, 
image, or belief is basically a creative kind of activity 
and it is doubtful if either voting or bargaining 
structures are likely to produce it. 


Designation of Decision Units 


Our argument to this point, regarding types of pure 
Issues, pure strategies, and pure structures, can be 
diagrammed thus: 


Preferences about Possible Outcomes 


Agreement Nonagreement 


Computation in 


Bargaining in 


’ Agreement bureaucratic | representative 
Beliefs structure structure 
about 
Causation Majority Inspiration in 

Nonagreement at “anomic 


collegial 


structure structure 
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Note what this suggests about differences in compo- 
sition of decision units. For a computation issue, the 
“deal” decision unit consists of an individual, acting on 
behalf of the entire organization. For the voting type of 
issue, the decision unit is made up of the entire 
membership. In the compromise situation, a group of 
representatives or delegates constitute the ideal deci- 
sion unit. In the inspiration situation, the individual 
again becomes the most appropriate decision unit. 


MIXED SITUATIONS 


There are a variety of reasons why the purity of our 
illustrations may be relatively infrequent.!! A major 
proposition of this essay is that usually an organization 
adopts one of the four strategies— computation, collec- 
tive judgment, compromise, or inspiration—as its 
dominant strategy, and bases its structure on that 
strategy. 
To the extent that this is true, we can expect or 
predict several kinds of organizational difficulties 
. which will be presented to administrators when the 
organization faces issues or problems which do not fit 
the formal neatness of our pure types. We can also 
expect difficulties if the appropriate constraints are not 
present within the particular decision unit. Finally, we 
can predict that problems will arise if an issue calling 
for one strategy is presented to a decision unit built to 
exercise a different kind of strategy. 


Confusion of Issues 


The difficulties of means-ends distinctions are as real 
for operating organizations as for scientific observers. 
Psychological time perspectives have much to do with 
whether a particular issue is seen as one of means or 
ends. Despite the fact that social systems of various 
kinds generally are expected by members to persist 
through time, their members may attach different 
valences to varying periods of the future. The holder of 
the short-run viewpoint may see an issue as one of 


11. On the other hand we have no proof that the pure examples are 
rare. Millions of organizational decisions of a computational nature, 
for example, probably are made every day in bureaucracies. The 
mixed situations may be more noticeable and memorable because of 
the difficulties they pose rather than because they are more frequent. 
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preferences, while the long-run adherent sees the issue 
as one of causation. 

In a dynamic and complex organization, moreover, 
the range of possible outcomes widens rapidly as the 
time span is extended.!? If this is true, then members of 
an organization probably are less inclined to grant the 
competence of experts for long-run decisions, even 
when they would grant the ability of the same experts 
for short-run matters. 

Thus different members of an organization or of its 
decision unit may respond to the same stimulus in 
varying ways, some seeing it as a matter for computa- 
tion, others as a judgment matter, and still others as 
requiring bargaining. 


Absence of Structural Constraints 


One constraint common to all of the pure structures 
described earlier, except for the case where the decision 
unit is an individual, was that each judge, each bar- 
gainer, each faction, had equal power to influence the 
choice. While this usually is a formal specification for 
such units as trial juries, legislatures, or boards, we 
know that such units in fact exhibit inequality of 
membership. Strodtbeck et al. (1957), for example, 
reports that sex and social status affect the amount of 
participation of jury members in the decision process, 
the perceptions that fellow jurors have of their compe- 
tence as jurors, and the degree to which they influence 
the outcome.!3 Such factors as party loyalty and party 
discipline, seniority, political skills, and the endorse- 
ment of pressure groups may affect the legislator’s 
ability to make his voice heard as loudly as the next one. 
Within bureaucracies there are well-known inequali- 
ties between offices and divisions which formally are 
equal, and such scholars as Dalton (1950) have doc- 
umented some of the reasons why computational 
experts may temper their computations with other 
considerations. 

Another constraint common to all but the anomic 
structure was that each participant in the decision unit 


12. This is suggested by the decision trees of decision theorists. See 
Luce and Raiffa, Games and Decisions, op. cit. 

13. Similar observations have been made in the hospital setting by 
A. H. Stanton and M. S. Schwartz, The Mental Hospital (New 
York: Basic Books, 1954). 
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have access to all available, pertinent information about 
causation. In fact, despite all of the attention given to 
communication in modern organizations, the condition 
called for by this constraint is at best approximated but 
seldom achieved. Colleagues of the expert in a bureau- 
cracy, then, may grant the competence and good 
intentions of an official, but refuse to honor his decision 
on grounds that he did not know the local or “real” 
situation. Well informed minorities may control the 
collegial body whose other members are ill-informed, 
and “‘private information” obtained by one faction may 
make a mockery of the compromise situation. 


Inappropriate Decision Units 


If organizations were completely pliable, it would be a 
relatively simple thing to assign each problem to a 
decision unit designed especially for it. But, of course, 
organizations would cease to be organizations if they 
were completely pliable. Regularity, pattern, and 
structure are inescapable. 

Another important source of structural rigidity is the 
shifting nature of human knowledge. Types of prob- 
lems which at one time are identified by members of a 
group as appropriate for judgment may at another ume 
be defined as computational problems, as the group 
changes its beliefs about cause-and-effect relations. 

Thus problems which once called for voting or 
inspirational strategies have become problems for 
computation or bargaining, and traditional structures 
are threatened. The city manager movement threatens 
both the party organization and the council by rede- 
fining certain types of problems as no longer subject to 
bargaining or voting but as appropriate for expert 
computation. The increasing scope of required exper- 
use forces the American Congress to establish bureau- 
cratic agencies to make decisions which once were 
prerogatives of the legislature—and Congress then 
becomes jealous of its own creations. 


Expansion Tendencies in Decision Issues 


Decision issues appear to be broader, more complex, 
and more time-consuming as we move from computa- 
tion issues to voting to bargaining issues. There is 
reason to believe that, left to their own devices, 
members of social systems tend to expand decision 


issues. In a revealing summary of community issues and 
the course of their disposition, Coleman (1957) notes a 
tendency for transformation of issues from specific to 
general, and from disagreement to antagonism. Bales 
(1953) also notes in small problem-solving groups, that 
interpersonal tensions mount as the decision process 
moves from orientation to evaluation to control.'* 

As knowledge becomes increasingly pluralistic, in 
the sense that new specialized logics are developed, the 
bureaucracy encompasses not one but several sets of 
beliefs about appropriate means to organizational ends. 
Thus the competence of the single expert becomes 
doubted and members define issues as calling for 
judgment rather than computation. If, for example, the 
expert can be forced to admit that his is but a 
professional opinion—a tactic in jury trials—the way is 
cleared to insist that others be consulted and a balance 
of judgments obtained. This has also been a common 
practice in communities where public health experts 
have decided to introduce fluoride into the public water 
supply (Coleman, 1957). 

It is clear that in the past several decades, American 
corporations have shown a proliferation of specialized 
staff agencies, each with its own logic for maximizing a 
particular function or procedure. As the beliefs about 
causation have thus become increasingly pluralistic, 
there has been a plea for the development of “general- 
ists,” but also there seems to have been a corresponding 
increase in the use of decision units appropriate to 
judgmental issues. Committees, conferences, staff 
meetings, and “clearance” procedures have not only 
proliferated but have been dignified on wall charts—at 
least to the extent of dotted lines. 

With problems which appear to call for judgment, 
the heat of debate can lead proponents of the several 
alternatives to overstate their cases and discount miss- 
ing information; often it also leads them to refer to 
more general but extraneous organization preferences 
as a means of finding moral justification for the 
selection of the alternative they endorse. When this 


14. For a report on the increasing use of committees for key 
decisions on new products, on personnel policy, production volume, 
and long-range planning, see ““Committees: Their Role in Manage- 
ment Today,” Management Review (October 1957). 
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occurs, the issue is no longer one of judgment regard- 
ing causation, but becomes one of dispute over (rele- 
vant) ends and thus subject to compromise. 


ADMINISTRATION AND DECISION MAKING 


We can now offer the general proposition that an 
important role for administration is to manage the 
decision process, as distinct from making the decision. 
We are not suggesting that administrators do one to 
the exclusion of the other, but if issues are not 
automatically crystallized, the ideal structural con- 
straints are not automatically present, or appropriate 
decision units are not automatically selected, it may fall 
to administrators to take action which will facilitate 
decisions. 

The following discussion is not offered as exhaustive, 
but as illustrative of the potential utility of considering 
administrative roles with respect to the decision pro- 
Eess.? 

Where a time dimension is not clearly implied by 
the nature of the issue, one role of administration is to 

delineate by fiction or otherwise such a time dimension. 
This facilitates the sorting out of means from ends, by 
the decision unit, and thus tends to contain the issue 
from expanding into a more complex one. 

When there are many alternatives available, a role of 
administration is to provide machinery for elimination 
of all but a few. This can be particularly important 
when an issue is assigned to a voting unit, which seems 
to be able to operate effectively only on binary 
problems. At one level of generality this is an important 
role for Congressional committees (Lathan, 1952). At 
a more general level of analysis this is the function of 
political parties in the two party system; the necessary 
compromises of platform and candidates are achieved 
before the issue is put to the electorate. By way of 
contrast, in multi-party France the function of com- 


15. For a similar conclusion, though approached differently, see 
Philip Selznick, Leadership in Administration (Evanston, Ill.: Row 
Peterson and Co., 1957). 

N. W. Chamberlain (1950), in a study of the corporate decision- 
making process as applied to the transfer of employees, notes the 
distinction between deciding and managing the decision process, and 
offers a number of stimulating hypotheses. 


promising a plurality of interests devolved on the 
legislature more than on intraparty processes, and was 
an important factor in the lack of effectiveness of the 
Fourth Republic (MacRae, 1958). 

In the bargaining situation the important role of 
administration may be to obtain initial mutual commit- 
ment to reaching agreement, and to maintain this 
commitment as taking priority over factional prefer- 
ences. This approach may guard the issue from ex- 
panding into one of anomie, for as Dubin (1957) points 
out, mutual commitment to the necessity for reaching 
agreement in effect moves the issue in the direction of 
judgment and voting.!° One method of handling the 
bargaining issue, and seemingly an indispensable one 
when the preference scales do not contain common 
items, 1s to place the particular issue in a larger context. 
This can be done by “horse-trading,” thus assuring the 
losing faction on the present issue of priority treatment 
on a future issue.!” 

Another: role of administration which seems to be 
important under certain conditions 1s that of crystalliz- 
ing consensus about preferences. Ambiguity in a 
decision situation may result in lack of knowledge, on 
the part of members of a decision unit, of the similar- 
ities of their preferences. When this is the case, an 
administrator who can sense the agreement and articu- 
late it may play a vital part in organizational decision. 
In this connection it appears that timing may be as 
important as sensitivity to cues. Keesing and Keesing 
(1956), observing formal group deliberation in Samoa, 
note that a senior elite person may choose to speak 
early if he wants to give guidance to the discussion or 
knows that prior informal consultations have made clear a 
unanimous stand, but that usually he will let others 
carry the active roles, making his pronouncements 
after the debate has pretty well run its course. 

A final suggestion regarding possible roles of ad- 
ministrators in facilitating organizational decision- 
making concerns the extremely complicated kinds of 
issues that frequently face administrators of “loose” 


16. See Berelson in Eulau et al. (1956: 110). 

17. The important role of the larger context in facilitating decisions 
was suggested to us by Professor Bela Gold, School of Business 
Administration, University of Pittsburgh. 
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organizations. We have in mind such social systems as 
the community (as viewed by a mayor, council, or 
manager); the school district (as viewed by the super- 
inrendent or beard), or the bloc of nations (as viewed 
by their diplomats and officials). We refer to these as 
“Joose” organizations because only a portion of the 
relevant “members” are directly subject to the hierar- 
chy of authority. In the legal sense, that is, some of the 
groups are not “members,” although in the behavioral 
sense they are.'S 

When such organizations face important and com- 
plicated issues, we believe, it may become necessary for 


administrators to redefine the issue into a series of 


issues, each assigned to an appropriate decision unit. It 
may also be that there are patterns in the sequence in 
which the series is handled. For example, in order to 
achieve a “community decision” on a fluondation or 
school bond issue, it may be necessary to fint get 
agreement and commitment of the pow erful elements 
on preferences. This might be done “informally” in the 
smokefilled room, by compromise, and it might include 
the important choice as to whether to tackle the issue at 
all. After that decision is made, the second step might be 
to frame a judgmental issue for presentation to an 
electorate. Finally, within the limits of the majority 
decision, specialists can be presented with such issues as 
the proper equipment for fluoridation or the most 
appropnate umung for bond issues. 

We feel rather safe in predicting that there is a 
cumulkuve effect in this sequence. Weakness in the 
first step probably forecasts trouble in succeeding steps, 
and so on. 


Administrative Tendencies to Narrow Issues 


It seems apparent that in terms of time and effort, issues 
increase in “cost” in the same order in which they 
imerease im breadth; computation is the quickest and 
simplest and involves the fewest members; judgment 
by voung membership is slower and diverts the 
energies of many; and bargaining usually is a drawn- 
out, energy-consuming process. 


ik 18 Such “foose” organizations are found in industry, too. For an 
instructive analvss of this, see Ridgway (1957). 
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Organizations operate in environmental contexts 
and hence cannot always take a leisurely approach in 
making decisions. The actions of competitors or of 
potential collaborators and clientele frequently place 
time deadlines on issues. Moreover, the interrelated- 
ness of the parts of large organizations may mean that 
delay at one point suspends activities at others, and 
when costs must be reckoned closely this fact exerts 
serious pressures to have issues settled promptly.!® 

Thus if an issue can be defined in more than one 
way, reponsible officials may be tempted to define it in 
an easier, faster, and less frustrating way, 1.e., as calling 
for computation rather than judgment, or as appro- 
priate for voting rather than bargaining.?° In some 
cases the pressures of time, or habit, may lead adminis- 
trators to force issues into molds which are patently 


inappropriate. 
Timing of Choice and Consensus 


Except in situations where force can be brought to bear 
on members, it appears that consensus or acceptance of 
both means and ends is necessary for effective organi- 
zational action. 

The four types of issues posited above are succes- 
sively “broader” in the sense that they incorporate into 
the issue itself the necessity of finding or building 


19 Rose Laub Coser (1958), comparing medical and surgical wards 
in a hospital, finds that the emergency nature of the surgical setting 
results in decision making by fiat, whereas the more tentative, 
diagnostic atmosphere in the medical ward results in decision making 
by dehberation and consensus. 

20. March, Simon, and Guetzkow see this tendency. They write: 
“Because of these consequences of bargaining, we predict that the 
organizanonal hierarchy will perceive (and react to) all conflict as 
though it were in fact individual rather than intergroup conflict. 
More specifically, we predict that almost all disputes in_ the 


organizazion will be defined as problems in analysis, that the initial 


reaction to conflict will be problem-solving and persuasion, that such 
reaction will persist even when they appear to be inappropriate, that 
there will be a greater explicit emphasis on common goals where 
they do nor exist than where they do, and that bargaining (when it 
occurs) will frequently be concealed within an analytic framework.” 
In March and Simon (1958: 131). 

Lipset, surveying poliucal sociology, writes: “Inherent in bureau- 
cratic structures is a tendency to reduce conflicts to administrative 
decisions by experts; and thus over time bureaucratization facilitates 
the removing of issues from the political arena.” In Merton et. al. 
(1958: 102). ° 
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consensus. It is only in the simplest type— 
computation—that consensus on means and ends exists 
prior to the decision. The judgment issue involves 
finding a cause and effect hypothesis about which a 
majority can agree. The bargaining issue involves 
finding a preference on which consensus can be 
established. The anomic situation requires the creation 
of both preferences and causation-beliefs acceptable to 
a majority. 

If the fact or the fiction of consensus is not present at 
the time a choice is made—and this may frequently be 
the .case when rapid decisions are necessary—the 
required consensus must be achieved following choice. 
The hypothesis here is that for organizational decisions 
to be implemented effectively both consensus and 
choice are necessary. If for reasons of expediency, 
choice is made before consensus is achieved, the burden 
of achieving consensus following choice remains. 

This hypothesis, if accurate, has important implica- 
tions not only for decision making but for the larger 
administrative process of which decision is a part. 


CONCLUSION 


We have attempted to develop a format for studying 
decision processes in organizations, by identifying four 
major types of decision issues and pairing them with 
four major strategies for arriving at decisions. For each 
strategy, we have suggested, there is an appropriate 
structure. Obviously there are many combinations and 


permutations of issues, strategies, and structures, but 
we believe that the format suggested points to a limited 
number of such arrangements, and that patterns can be 
found in them. We hope we have shown that this 
approach to organizational decision processes has im- 
portant implications for theory and application. 

What has been presented here can be considered no 
more than a first approximation. The empirical evi- 
dence along these lines has not been collected system- 
atically, and further conceptual development undoubt- 
edly will be necessary. It is possible, for example, that 
added leverage can be gained by distinguishing be- 
tween “lack of agreement” and “disagreement,” and 
thus developing a nine-fold typology of issues.?! This 
format could also be extended into an analysis of how 
decisions are blocked or prevented. Such an extension 
should tell us something about the important area of 
belligerent behavior in or between organizations, and it 
should also provide a useful test of the models presented 
here. 

Whatever the eventual results, we hope we have 
made the case for development of sociological models 
of decision processes, which can be joined with the 
psychological “‘satisficing” model to their mutual ad- 
vantage. 


21. Suggested by Professor Frederick L. Bates, Department of 
Sociology, Louisiana State University, in private communication. 
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What can we say about the decision process as a design variable? We begin our wrap-up by 
examining the nature of decision making, recalling that Simon as well as Thompson and 
Tuden emphasized that it is a process, not a single event. Our examination focuses on 
decision making as both an individual (cognitive) process and an administrative /organiza- 
tional one. Finally, we explore decision making as a process that is designed in keeping with 
organizational goals and the now familiar constraints of environment, technology, and 


people. 


DECISION MAKING AS PROCESS 


We can describe decision making as constituting two different, though similar, processes. 
The first process describes the cognitive stages through which the individual decision maker 
progresses. The second process has more obvious managerial implications. Both processes 
acknowledge certain realities about decision making, especially as it occurs in organizations: 
bounded rationality and satisficing. This dual reality has been identified by Simon (1976). 


The Limits of Rationality 


Completely objective rationality suggests a pattern of thinking and acting in which the 
decision maker 1. assesses all potential alternatives in a comprehensive fashion, 2. considers 
the whole complex of outcomes that would follow from each choice and combination of 
choices, and 3. using clear and consistent criteria, singles out the one alternative that best 
solves the problem. 

Actual behavior, however, falls short of objective rationality. It does so in at least three 
ways (Simon, 1976: 81): 


1. Rationality requires a complete knowledge and anticipation of the consequences that will 
follow on each choice. In fact, knowledge of consequences is always fragmentary. 

2. Since these consequences lie in the future, imagination must supply the lack of 
experience in attaching value to them. 

3. Rationality requires a choice among all possible alternative behaviors. In actual behavior, 
only a few of all these possible alternatives even come to mind. 


In short, rationality is not—cannot be—either objective or complete. It is subjective and 
limited. ‘That is, real rationality employed by real decision makers is bounded. It is bounded 


by the decision maker’s subjective faculties and by the incompleteness of the decision 
maker’s knowledge. 


Satisficing 


So, what is the decision maker to do? Again, Simon (1976: xxili-xxx) tells us: instead of 
viewing decisions as being made under the imperatives of objective rationality, we should 
recognize that they occur according to the reality of administrative rationality. Objective 
rationality calls for decisions that maximize—that produce the very best choice among all 
those available. Administrative rationality, on the other hand, dictates a course of action that 
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is satisfactory, or “good enough.”! Simon points to some examples of satisficing criteria, 
examples familiar to the business executive, if not to the classical economist: “share of 
market,” “adequate profit,” “fair price.” 

As we mentioned, you should keep both of these aspects of decision reality in mind when 
considering the following processes. They apply to the decision maker whether viewed as a 
socio-psychological individual or an organizational-role incumbent. 


Decision Making as a Personal Process 


Social psychologists have learned a great deal about the mental (cognitive) and psychologi- 
cal processes that the decision maker undergoes.? While the specifics may vary, depending 
on which researcher 1s describing them, the consensus seems to be that the decision maker 
goes through such stages as the following: 


Stage 1: Awareness. Just about the first thing that happens is that the decision maker 
becomes aware of some problem, threat, or challenge—some change in the status quo. A 
phone call, letter, memorandum, computer-printout—any of these can occur and result in 
the decision maker’s becoming cognizant of some difficulty. If, after preliminary explora- 
tion, the decision maker thinks the problem should be pursued, Stage 2 is entered. 

Stage 2: Alternatives. At this point the decision maker sets out to identify the alternatives 
that may be helpful in solving the problem or generally overcoming the difficulty. This 
alternatives-identification stage may involve activities that range from armchair contempla- 
tion to a full-scale, formal, departmental investigation. Regardless of the specific tasks 
performed, the decision maker embarks at this stage on a journey to a decision. 

Stage 3: Choice. At this point the reality of bounded rationality comes into full view, 
producing a choice that “satisfices,” rather than maximizes the problem. That is, having 
identified the various alternatives available, the decision maker now selects the one that most 
satisfactorily resolves the difficulty 

Stage 4: Commitment. Now that a solution has been identified, it remains for the decision 
maker to act. Specifically, it is at this point that organizational resources are committed. And 
it is this stage at which we can say a decision is made. That is, to select an alternative 
intellectually and then do nothing about it 1s not making a decision. For the administrative 
decision maker, the test is the commitment of organizational resources. Thus we also refer to 
this as the decision stage. 

Stage 5: Recommitment. Most people think of the stage following the commitment of 
resources as an evaluation stage: the decision is set in motion (Stage 4), and then its results or 
effects are assessed. While this view is correct, of course, we use the label recommitment to 
emphasize that organizational decision making is a process in which the flow of scarce 
resources is critical. Thus the decision maker assesses the results of the decision and either 
continues the resource commitment or cycles back to an earlier stage—in extreme cases, all 
the way back to Stage 1. 


1. A common story is that the word satisfice combines the terms, satisfy and suffice. 
2. Refer, for example, to Jones and Garard (1967: 186-226). 
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Decision Making as an Administrative Process 


We can describe the organizational decision process in many of the same terms as those for 
the individual. Basically, the steps taken in organizational decision making follow those 
outlined earlier in the chapter by Simon (intelligence, design, choice). Expanding on 
suggestions by Knudson et. al. (1973: 252), we are able to identify eight relatively distinct 
steps that comprise an organizational decision process. 


Step 1: Determine the problem. Frequently the initial perception of a problem differs from 
the actuality of that problem. Thus the first step in the organizational decision-making 
process is to determine—accurately —the difficulty, challenge, or whatever that may require 
some decision. 

Step 2: Identify decision criteria. Before organizational resources can be rationally 
committed to a particular alternative, there needs to be some understanding of what a good 
decision should be. That is, there needs to be a set of criteria identified that when met will 
allow decision makers to conclude that a good decision has been made. 

Step 3: Prioritize criteria. Not all criteria are equally important. Thus the third step in 
conducting organizational decision making is to rank order the decision criteria according to 
their relative importances. 

Step 4: Weight criteria. Not only are some criteria more important than others, their degree 
of relative importance varies. That is, criterion number 1 may be twice as important as the 
criterion ranked number 2. In turn, that second most important criterion may be only 
slightly more important than criterion number 3. Thus the next step is to assign, as 
realistically as possible, relative weights to the decision criteria. 

Step 5: Communicate criteria. Recall that most organizational decisions tend to repeat 
themselves. Further, many involve or affect a variety of people. If a given problem—a 
problem that crops up again and again—tends to have a relatively stable set of criteria for its 
solution, then the people involved or affected should be aware of what those criteria are. 

Consider an example: a common decision faced by executives concerns whom to promote 
to a new, higher level, managerial position. Let us say that a given choice is between two 
lower level managers, Charles and Susan. Let us say further that Susan is given the 
promotion for the following reason: On balance, Charles and Susan are equally qualified, 
except Susan has systematically trained two of her subordinates to take over her job. On the 
basis of this desirable managerial behavior, Susan gets the job. Charles, on the other hand, 
protests that in his several years with the organization, involving a number of favorable 
performance evaluations, no one has ever indicated to him that he should be training his 
subordinates for higher positions. 

Now, in our position as observers, we might say that Charles should know that he should 
be training his subordinates. Stull, the point is that subordinate development is apparently 
important to organizational management. Accordingly, those managers should communicate 
that desire—that criterion—to the membership. To put it bluntly: if you want people to 
meet a set of criteria, let them know what those criteria are. 

Step 6: Collect data. This step involves developing a set of alternatives from which a 
satisfactory decision may be recalled. At this stage decision makers gather information 
regarding the appropriateness of each alternative—information regarding both the alterna- 
tive as a workable possibility and its potential outcomes. Appropriateness is defined, of 
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course, in terms of the criteria (weighted) previously established. The several decision- 
process steps we have described thus far are pointedly illustrated by the following dialogue 
(abridged from Carlisle, 1976: 52—54): 


Then I asked Johnson whether he had ever tried to get MacGregor (Johnson’s boss) to make a 
decision, and his response was: 

“Only once. I had been on the job for only about a week when I ran into an operating problem I 
couldn’t solve, so | phoned MacGregor. He answered the phone with that sleepy ‘Hello’ of his. I 
told him who I was and that I had a problem. His response was instantaneous: ‘Good, that’s what 
you're being paid to do, solve problems,’ and then he hung up. 

“I was dumbfounded. I didn’t really know any of the people I was working with, so because I 
didn’t think I had any other alternative, I called him back, got the same sleepy ‘Hello,’ and again 
identified myself. He replied sharply, ‘I thought I told you that you were paid to solve problems. Do 
you think that I should do your job as well as my own?’ When I insisted on seeing him about my 
problem, he answered, ‘I don’t know how you expect me to help you. You have a technical 
problem, and I don’t go into the refinery any more; I used to, but my shirts kept getting dirty from 
the visits, and my wife doesn’t like washing all the grime out of them, so I pretty much stuck in my 
office. Ask one of the other men. They’re all in touch with what goes on out there.’ 

“[ didn’t know which one to consult, so I insisted again on seeing him. He finally 
agreed—grudgingly— to see me right away, so I went over to his office, and there he was in his 
characteristic looking-out-the-window posture. When I sat down, he started the dirty-shirt 
routine—but when he saw that I was determined to involve him in my problems, he sat down on 
the sofa in front of his coffee table and, pen in hand, prepared to write on a pad of paper. He asked 
me to state precisely what the problem was, and he wrote down exactly what I said. Then he asked 
what the conditions for its solution were. I replied that I didn’t know what he meant by that 
question. His response was, ‘If you don’t know what conditions have to be satisfied for a solution to 
be reached, how do you know when you've solved the problem?’ I told him-I’d never thought of 
approaching a problem that way, and he replied, “hen you’d better start. I'll work through this one 
‘with you this me, but don’t expect me to do your problem solving for you because that’s your job, 
not mine.’ 

“T stumbled through the conditions that would have to be satisfied by the solution. Then he asked 
me what alternative approaches I could think of. I gave him the first one I could think of—let’s call it 
X—and he wrote it down and asked me what would happen if I did X. I replied with my 
answer —let’s call it A. Then he asked me how A compared with the conditions I had established 
for the solution of the problem. I replied that it did not meet them. MacGregor told me that I'd have 
to think of another. I came up with Y, which I said would yield result B, and this still fell short of the 
solution conditions. After more prodding from MacGregor, I came up with Z, which I said would 
have C asa result. Although this clearly came a lot closer to the conditions I had established for the 
solution than any of the others I’d suggested, it still did not satisfy all of them. MacGregor then 
asked me if I could combine any of the approaches I’d suggested. I replied I could do X and Y and 
then saw that the resultant A plus C would indeed satisfy all the solution conditions I had set up 
previously. When I thanked MacGregor, he replied ‘What for? You could have done that bit of 
problem solving perfectly well without wasting my time.’ ” 


Step 7: Make the decision. By now, the problem has been determined, criteria specified, 
and alternatives identified. It now remains to select that alternative which most satisfactorily 
meets the criteria. As in our earlier discussion of the cognitive stages of decision making, 
‘make the decision” means putting organizational resources into action. 

Step 8: Follow through. Once an alternative has been selected, and corresponding 
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resources committed, decision makers need to follow through. That is, they need to 
communicate the decision to the people who are affected and assess the impact of the 
decision on the original problem. 

We mention communicating the decision because of its importance to its eventual 
success. Consider the earlier example, in which the decision was made to promote Susan 
instead of Charles. A key step that has to be made is to communicate the decision to Charles 
in such a way that he learns what he can do to develop his managerial skills. If he reacts to the 
decision by withdrawing, or even resigning, then the decision process has been bungled. 

Similarly, it is important that decision makers monitor the results generated when the 
decision is put into operation. The familiar organizational process of control comes into play 
here. Results are compared against the criteria. If found wanting, decision makers cycle the 
process back up a few steps. 

To repeat: as pointed out earlier by Simon and by Thompson and Tuden, decision 
making is not a solitary event to be executed. It is a multistep process to be designed and 
managed. Thus in a particular case the decision itself (step 7) may be sound—but if the 
follow through is mishandled, then the process has not been successful. And what is critical is 
the effective design and management of that process. 


DESIGNING THE PROCESS 


Traditional bureaucratic theory established the hierarchy as the framework for decision 
making. The locus of decisions—who makes what decisions—was pretty well concentrated 
(centralized) in the upper echelons. 

As you are aware, modern administrative theory developed with the consensus that 
centralized decision making is not effective under all circumstances. Employee participation 
in the decision process was proposed as an alternative. The idea is that “participative decision 
making” improves employee commitment to organizational processes (Vroom, 1964). This 
commitment is seen to result from perceived individual influence on decisions. 

Implicitly, this train of thought uses the term participation as a unimodal concept, related 
to the practice of democratic decision making in an organization. Tannenbaum and 
Schmidt’s (1958) classic discussion, for example, treated participation as a general 
organizational characteristic, ranging on a single dimension from one boss-centered extreme 
(“manager makes decision and announces it”) to another, employee-centered extreme 
(“manager and nonmanagers jointly make decision within limits defined by organizational 
constraints’). 


Designing Decision Patterns 


This view is overly simplistic for two reasons. First, participation takes on different 
meanings, depending on the type of decision and the circumstances under which it is being 
made. Second, the issue is not how much, on average, do employees participate in 
organizational decisions. Rather, the issue is who participates to what degree in what 
decisions (Connor et al., 1973). 

To put the issue in other words, different organization-structural conditions, different 
situation-specific circumstances, such as the nature of the decision, and different functional 
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characteristics of individual decisions (e.g., production, personnel) also may influence the 
nature of participation and its value to the organization. As Vroom (1973: 80) has 
suggested, “the critics and proponents of participative management would do well to direct 
their efforts toward identifying the properties of situations in which different decision- 
making approaches are effective. . . .” 

We will now attempt to follow Vroom’s advice. First we consider some factors that affect 
the utility of using various decision rules in participative-decision situations. We then 
examine the process of designing appropriate decision patterns. 


Decision Rules in Participative Decision Making 


When a group of people makes a joint decision, it is necessary to have some standard or 
principle for recognizing when.a decision has been reached. These standards are called 
decision rules. Some common rules are (Klopfer, 1975): 


e Consensus rule. All group members must agree with the proposed decision. 

e Majority rule. At least one-half (sometimes two-thirds) of the group members must agree 
with the proposed decision. 

¢ Plurality rule. More group members must agree with the proposed decision than do 
support any of the alternative decisions. 


Which decision rule is best to use? The answer depends on the type of decision being 
made.? For example, if the alternatives contain, or are believed to contain, a single correct 
decision, then groups using a consensus rule are more likely to be accurate (although more 
conservative) than majority-rule groups. 

Unfortunately, most decisions made by groups do not have one clearly correct alternative. 
Several choices are available, but it 1s not possible to verify the decision objectively. Policy 
decisions are a case in point. Which decision rule should be used in this type of situation? 
Consider some evidence. 

In one experimental study (Davis et al., 1975) 647 undergraduates served as members of 
mock juries, which deliberated to reach a verdict in a rape case. The students were separated 
into 72 juries; 36 juries used a consensus rule, and 36 required a two-thirds majority. None 
of the juries convicted the defendant. When jury members later were asked for their 
individual opinions anonymously, it turned out that those people who were members of 
consensus-rule juries continued to accept the verdicts of their group more than did the 
members of the two-thirds majority juries. 

Now, the students in this study knew they were participating as subjects in an 
experiment. They had little reason to believe their decisions were consequential. Consensus 
rule yielded more stable decisions. What about the case in which the matter being decided is 
important to the decision maker? Klopfer (1975) used a decision topic previously rated by 
subjects as important. Subjects were assigned to one of 16 consensus-rule groups, or one of 
the same number of majority-rule groups. Subjects in half the groups were led to believe 
their decision making might have real impact (high consequence), while subjects in the 
other groups were not (low consequence). Several days after their participation, group 
members were asked to make an individual decision and to rate their satisfaction with the 


3. This decision is taken from Haimann et al. (1978: 514-15). 
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group decision making. Subjects in consensus-rule groups making high-consequence 
decisions showed a tendency to reject their group’s decision and revert to their own original 
points of view. 

Regarding decisions that have no clear best solution, the conclusion to be drawn is this: 
consensus rule may be a difficult criterion to achieve with important or high-consequence 
decisions. However, the evidence suggests that consensus rule is preferable with less 
important issues for producing stable decisions. Several studies also suggest that consensus 
rule takes more time but is more satisfying in both cases. 


Position 


Director of Nursing Services (DNS) 


Administrator 
Nutritionist 

Accountant 

Director of Food Services 
Administrative Assistant 
Psychologist 

Physician 

Director of Recreation 
Patient 

Registered Nurse 
Custodian 


Decision 
. Hire-Fire 
b. Meal service 


c. Medical 
services 


d. Drug therapy 
e. Sanitation 

f. Financing 

g. Safety 


h. Patient 
comfort 


n. Work 
scheduling 


Participation 
No participation 


oO — 


Figure 9-4. Illustrated decision matrix for a medical setting 
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Designing Decision Patterns 


The above considerations suggest the importance of the character of participation in 
decisions; that is, the importance of designing different decision-making patterns, depending 
on the participation circumstances. Do systematic variations in decision patterns exist 
among organizations in an industry where technology and workflow are common, but 
where social-structural properties vary? 

As an illustration of decision patterns, a simple matrix model to represent participation in 
decision making in a medical setting is shown in Figure 9—4. The rows of this matrix 
represent organizational decisions. The columns denote organizational positions. The most 
common view of participative decision making is a continuum, ranging from high autocratic 
at one end to high democratic at the other (Tannenbaum and Schmidt, 1958). The first 
participation pattern in Figure 9—4 (row a—Hire-Fire) is high autocratic, showing senior 
administrators participating in this decision (represented by a 1) and no other organizational 
member participating (represented by a 0). A pattern reflecting high democratic 
participation is seen on row 7 (Work Scheduling), in which all organizational positions take 
part. However, rows ¢ and f each represent additional patterns. Only some positions 
participate in each of these decisions. Row ¢ involves only the Director of Nursing Services, 
the Psychologist, the Physician, and the Registered Nurse. Row f involves only the Chief 
Administrator, the Director of Nursing Services, and the Director of Food Services. 

To extend the notion of decision pattern further, we can identify two different, but 
related, decision-pattern “profiles.” A decision profile reflects the level of participation in a 
specific decision area for each position. Figure 9—5 illustrates such a profile. The 
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Figure 9-5. illustration of partial decision-profiles 
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Figure 9-6. Illustration of a partial participation-profile 


participation profile is the level of participation for each position, averaged over all decisions. 
This type of profile is illustrated in Figure 9—6. 

Asan interesting sidelight, the reader might note that Figure 9—6 is an indirect—actually, 
a fairly direct—indication of the distribution of power in the organization. People who tend 
to have a relatively large impact (high participation) on decisions can be said to wield a 
concomitantly large amount of power. 

When we consider the latter two participation patterns in Figure 9—4 (rows ¢ and f), 
plus the profiles depicted in Figures 9—5 and 9—6, we see that the concept of shared 
decisions is extended. Participation is not simply a matter of the average degree to which all 
employees participate in organizational design. Rather, organizational designers need to 
think in terms of decision patterns—patterns that may vary from decision to decision; but 
that remain relatively stable for a given set of organizational circumstances, such as 
environmental uncertainty and technological complexity. 


SUMMARY AND CONCLUSION 


This chapter has been concerned with decision processes. We began our discussion by 
considering an overall framework that guides organizational decision making (Simon). 
Specifically, programmed and unprogrammed decisions were compared, and a three-phase 
process was identified: intelligence, design, and choice; certain organization-design 
implications were then noted. 

Thompson and Tuden extended the discussion by examining four specific decision 
strategies; these they labeled computation, majority judgment, compromise, and inspiration. 
The authors then identified four structural designs that corresponded to the decision 
strategies: bureaucratic, collegial, representative, and anomic, respectively. Of course, these 
decision strategies and structural designs are ideal types. The article therefore concluded 
with a discussion of the more common variations that are actually found in organizations. 

We wrapped up the discussion by examining decision making as a dual process. The first 
process described the cognitive stages through which the decision maker progresses. The 
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second process identified a series of eight steps—distinct, yet connected—of which 
organizational decisions are composed. We then concluded with a discussion of decision 
patterns. It is these patterns that designers must develop in accordance with the 
requirements of the decision and organizational circumstances. 
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Questions for Review 


Compare the traditional and modern techniques of decision making for pro- 
grammed types of decisions as outlined by Simon. 

Compare the traditional and modern techniques of decision making for nonpro- 

grammed types of decisions as outlined by Simon. 

What conclusions regarding the occupational profile 20 years in the future does Simon 

reach? 

On what foundation does Simon base his assertion that complex systems are generally 

hierarchical? 

What are the two points that Simon thinks will need to be re-examined at each stage of 

automation? What are some of the implications he sees for these? 


. In what ways does Simon see new organizations with more automation still closely 


resembling present organizations? 


. Review the typology of decision issues developed by Thompson and Tuden. 


Summarize the nature of each type of decision within it. 


. Thompson and Tuden suggest a number of possible roles for administrators in 


facilitating organizational decision making. Briefly describe these. 
In what ways does Simon see actual behavior falling short of objective reality? 


. Depending on which researcher is describing them, the consensus seems to be that 


the decision maker goes through certain stages, or steps, in the decision- 
making process. What are they? 


Questions for Discussion 


“Most managers, regardless of their function or hierarchical level, make roughly the 
same decision over and over.” What do you think about this statement? How is it true 
or untrue, accurate or inaccurate? What might characterize decisions as being “the 
same’? 

“Tt is generally believed that good decision makers, like good athletes, are born, not 
made. The belief is about as true in the one case as it is in the other.” From your reading 
in this chapter and your own observation, discuss the accuracy and validity of such an 
assertion. 

Simon asserts that “Any society can . . . devise means for eliminating most of the 
inequity associated with the displacement of skills.” While he also says that any society 
should devise such means, do you think that any means for eliminating displacement 
inequity can really be devised successfully? Explain. 

“Implicit in discussions of routine work is the assumption that any increase in 
routinization of work decreases work satisfaction and impairs the growth and 
self-realization of the worker.” Do you agree that this assumption is implicit in 
discussions of routine? Does routinization decrease work satisfaction in all workers? 


10. 
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How does your view agree with or differ from Simon’s? Give reasons for your position. 
“Hierarchy is the adaptive form for finite intelligence to assume in the face of 
complexity.” Discuss the implications of this statement for religious and political 
systems. How would this reflect on the clan and bureaucratic forms of control outlined 
earlier, in Chapter 8? 

In drawing a structure for compromise, Thompson and Tuden comment that “the jury 
situation differs from many other compromise situations in that each member of the unit 
is presumed to be an advocate of both of the competing values (rather than an advocate 
of one factional position) who bargains with himself.” Discuss this statement. Do you 
agree or disagree with this analysis? Why? 

Thompson and Tuden observe that “organizations would cease to be organizations if 
they were completely pliable. Regularity, pattern, and structure are inescapable.” In 
view of your reading in the text to this point and in view of your past reading on the 
subject, what is your reaction to this statement? 

What do you understand by the term participative decision making?” Under what 
circumstances have you seen participative decision making applied? In what situations 
have you thought it to be—or do you think it might be—useful? 

‘“.. . Evidence suggests that consensus rule is preferable with less important issues for 
producing stable decisions.”” Why should consensus rule be preferable with less 
important issues? Should it not be preferable with more important issues? 

Do you agree that different decision-making approaches are effective for different 
situations? Is one approach universally preferable to another? What is your own 
experience of decision-making processes? How does this support or refute your 
position? 


10 
Urganizatior Ytructure 


INTRODUCTORY REMARKS 


Probably no organizational property has been more studied, researched, and manipulated 
than organization structure. As we have seen, early writers—especially Weber (1946), 
Gulick and Urwick (1947), and Michels (1949)—described organization structure as a_ 
formal setting, a framework, within which various human phenomena occurred. Interest- 
ingly, the focus of such writers’ attention was on those human phenomena, not on the 
structure per se. Several path-breaking case studies—of the Tennessee Valley Authority 
(Selznick, 1949), a gypsum mine and factory (Gouldner, 1954), government employment 
and regulatory agencies (Blau, 1955), and a union (Lipset, et al., 1956) —are well-known 
instances of this attention. Many of the early writers couched their descriptions in 
prescriptive terms (Weber’s ideal-type bureaucracy is a case in point), and proceeded to 
deal with other matters, such as worker satisfaction and informal communication patterns. 
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MAJOR TRENDS 


Following the work of the early analysts, there developed two major trends in the 
conceptual and empirical treatment of structure (Scott, 1975: 2-3). First, structure became 
viewed as a dependent variable, a property that varies from situation to situation. That is, 
instead of seeing structure as an independent variable—a given, as it were—scholars and 
researchers started treating it as an outcome, one whose variation needs explaining. This 
trend was catalyzed in large part by the work of Udy (1959; 1962). 

The second trend in the study of structure reflected a larger shift in organizational 
analysis. Specifically, general systems theory began finding its way into the study of 
organizations. Building on the work of von Bertalanffy (1951), Boulding (1956), and 
others, organization analysts began developing a systems-theoretic model of the organiza- 
tion. Katz and Kahn (1966) and Thompson (1967) are probably as responsible as anyone 
for making such a model an explicit part of organizational analysis. 

The importance of this latter trend cannot be overemphasized. Indeed, there is probably 
no modern work on organization that is not based, at least implicitly, on a systems view. The 
point for our concern, of course, is that the move to a general systems viewpoint allows us to 
see “organizational structures as selected and shaped by the actions of and transactions with 
salient environmental units” (Scott, 1975: 3). It is this systems-based idea that has led to our 
treating structure as an organization design variable. 


Structure and Design 


How is organization structure a design variable? To answer this question, we revert to the 
idea that organizations are social instruments—instruments designed to perform some 
function. How that instrument is shaped—how it is structured—depends on the function, as 
well as where, how, and with whom it is to be performed. In short, it depends on goals, 
environment, technology, and people. 

In a sense, this chapter is a review of some ideas that have gone before. We found it 
necessary, for example, in investigating the nature and importance of organizational 
environment and technology, to show how they affect structure. The focus here, however, 
is specifically — rather than incidentally —on structural design. We begin, in these introduc- 
tory remarks, by identifying the key elements involved in the construct. 

In all of this chapter’s discussion, you should remember two important aspects of 
structure: differentiation and integration. Put simply, organization designers must decide 
how best to divide labor—activities and resources; that is, how best to differentiate. They 
must also design organizational mechanisms for ensuring that the results of that divided-up 
labor come together in some common goal accomplishment. In other words, they must 


design mechanisms that integrate, thus facilitating a unity of effort among the different 
subunits. 


ORGANIZATION STRUCTURE: WHAT IS IT? 


Historically, structure has referred to the pattern of relationships among organizational 
members, tasks, and activities. In A Modern Dictionary of Sociology, Theodorson and 
Theodorson (1969: 287) define structure as “the rationally ordered systems of norms and 


INTRODUCTORY REMARKS 347 


roles governing the relationships of persons in groups or in specified social situations.” More 
specifically, we can say this: 


Organization structure is the organization’s official arrangement of roles, 
authority relationships, and communication patterns. 


This arrangement is usually conceived as consisting of several dimensions—dimensions that 
are interdependent yet distinct. 


Dimensions of Structure: Review 


One of the earliest attempts to specify structural dimensions was that of Max Weber 
(1946). In describing his ideal organization form, “bureaucracy,” he identified several 
characteristics (1946: 196-98): 


1. Hierarchy of authority. This is the vertical chain of command, through which orders and 
information flow. 

2. Specified jurisdictions. Each position-holder has an administrative “territory” to which his 
or her legitimate influence is limited. 

3. Formal rules. The performance of both technical and administrative tasks is governed not 
by personal whim or caprice but by rules that apply impartially. 

4. Written records. “The files” form a rational and consistent basis for performing both 
technical and administrative tasks. 


Weber’s sociological ideas about the ideal form of organization would have been found 
acceptable to the early writers on management and administrative theory. Lyndall Urwick, 
for instance, identified several managerial processes that depend on the following 
characteristics of organization structure: 


1. Scalar relationships. This dimension is similar to Weber’s hierarchy of authority. 


2. Specialization. Yechnical tasks are divided into various functions, while administration 
specializes in “planning,” rather than technical performance. 


3. Span of control. This dimension governs the “shape” of the organization, referring to the 
number of subordinates one manager can oversee (Urwick comments, p. 52, “no human 
brain should attempt to supervise directly more than five, or at the worst, six other 
individuals whose work is interrelated’’). 


4. Line-staff. This distinction was actually an attempt to design a structural vehicle (“staff”) 
to assist managers in their work, particularly in acquiring and analyzing information. 


Incidentally, it should be noted that the classicists were as much interested in the problem 
of coordination as they were in dividing up labor in a rational manner. Urwick (1937), just 
cited, spends a goodly portion—in fact, the majority—of his paper on coordination. 
Furthermore, Urwick’s paper is contained in a book that is a basic source of classical 
thinking: Papers on the Science of Administration (Gulick and Urwick, 1937). That book, 
taking all eleven articles together, is devoted at least as much to examining ways of achieving 
unity of effort as it is to ways of dividing labor and responsibility. Thus the dual theme of 
differentiation and integration made explicit by Lawrence and Lorsch (1967a) has a long 
history. 


348 Chapter 10 ORGANIZATION STRUCTURE 


A later systematic effort to identify basic structural dimensions was that of Derek Pugh 
and his colleagues at the University of Aston, in Birmingham, England. The Aston group 
began their research by identifying six characteristics of structure: specialization, standar- 
dization, formalization, centralization, configuration, and traditionalism (Pugh et al., 1968). 
After gathering data on these and other organizational properties, the researchers concluded 
that the structure of an organization can be described using the following four dimensions: 


1. Structuring of activities. This dimension reflects the degree to which organizational 
activities are prescribed, or patterned. 


2. Concentration of authority. One aspect of structure concerns the degree to which 
decision-making authority is distributed (“dispersed”) throughout the organization. 


3. Line control of workflow. This dimension reflects the degree to which control of the flow 
of work depends and rests not on impersonal means, such as rules or schedules, but in the 
hands of the operating personnel themselves and their immediate supervisors. 


4. Supportive component. The final Aston dimension concerns the amount of organizational 
activities that support the primary production process. Clerical, transportation, and 
catering activities are typical examples. 


Taken together, the four Aston dimensions convey more about the organization than 
previous attempts did. In particular, they suggest a dynamic quality—one missing in earlier 
descriptions. The dimensions reflect some critical aspects of organizational functioning. 
Authority relationships and the flow of work are especially notable. 

The other recent major attempt to identify and specify structural dimensions has been 
that of Peter Blau and his Comparative Organization Research Program at the University of 
Chicago (now at Columbia University). That work produced an important book, The 
Structure of Organizations (Blau and Schoenherr, 1971), in which four distinct dimensions of 
structure are identified: 


1. Size. Strictly speaking, of course, this is not a typical dimension of structure. Still, Blau 
and Schoenherr found that organization size is a social-structural characteristic that has 
great impact on other properties. 


2. Differentiation. This dimension reflects the degree to which organizational labor, both 
technical and administrative, is divided. 


3. Standardization and formalization. This dimension refers to the degree to which decision 
making is based on a detailed system of formalized procedures. 


4. Administrative component. Blau and Schoenherr’s dimension is conceptually (if not 
operationally) similar to the Aston group’s “supportive component.” 


DIVISION OF LABOR: DIMENSIONS FOR DESIGN 


There are two likely ways to react to the above discussion. One way is to-throw up our 
hands (figuratively speaking, of course) and say “‘it’s the same story—ask four organiza- 
tion/management theorists a question (like what are the dimensions of organization 
structure) and you get four different answers.” The other reaction is to conclude that 


although the vocabulary of the four approaches above varies somewhat, the messages are 
similar. 
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Frankly, we like the second interpretation. Even though many of the labels differ, all of 
the analysts are treating structure similarly, as a pattern of relationships governing the 
performance of organizational roles. They all see structure as involving the degree to which 
tasks are divided into specialized activities, the degree to which formal rules govern the 
performance of those tasks, the degree to which authority is concentrated or distributed in 
the organization, and the shape or configuration of the enterprise. Accordingly, for our 
purposes we will identify the following structural-design dimensions: complexity, special- 
ization, formalization/ standardization, and centralization. Each is described as follows. 


Complexity 


Complexity is referred to by many authors as meaning internal segmentation of jobs within 
an organization. Hage (1965), for instance, defines complexity as the number of 
occupational specialties and the amount of training required by each. However, this view 
looks at only one aspect of complexity—specialization (more about this in a moment). A 
broader approach is taken by the Aston group (Pugh et al., 1968). They use the term 
configuration in their discussion of complexity. Components of configuration are vertical 
levels of management and lateral spans of control. 

While Pugh et al. discuss complexity in terms of shape, it must be kept in mind that 
“shape” explains neither the degree of authority a manager has over a subordinate nor the 
interactions between people in different parts of the organization.! At best, configuration 
will show some indication of the hierarchical nature of positions and indicate the major 
activities performed. 

In the following discussion, therefore, we will examine three aspects of structural 
complexity. 


a. Horizontal differentiation 
b. Vertical differentiation 
c. Span of control 


Horizontal Differentiation 


Horizontal differentiation refers to the degree to which technical labor—labor involved in 
the production of the organization’s output—is divided. The usual index of horizontal 
differentiation is the number of major divisions or departments within the organization. 
Following this approach, there are basically two ways such labor is divided: 


The first way is to give highly trained specialists a rather comprehensive range of activities to 
perform, and the second is to minutely subdivide the tasks so that nonspecialists can perform them. 
The first approach is exemplified by the professional. . . . He is given the responsibility and the 
authority to carry out the task to its completion. The second form . . . is most plainly seen on the 
assembly line, where each worker performs only one or a few repetitive tasks. The nature of 
the task itself is important here, since it is the routine and uniform task that is most amenable to 
the second type of differentiation; nonroutine and quite varied tasks are more commonly 
subdivided according to the first type. [Hall, 1977: 132-33] 


1. On this subject, see Landsberger (1961), Strauss (1962), and Sayles (1964). For a review, see Hall and 
Leidecker (1978). 


350 Chapter 10 ORGANIZATION STRUCTURE 


Vertical Differentiation 


Most organizations are designed in such a way that a hierarchy of positions is created; one 
position is defined as having the authority to control another. Supervisory position, for 
example, is defined as having more authority than that of a worker, and, accordingly, 
sanctioning powers are attached to the position. Supervisors may be allowed to evaluate the 
work of their subordinates, determining by these evaluations who receives what rate of pay 
and who is to be recommended for promotion. An organizational hierarchy presumes a 
graded distribution of authority from lower to higher officials, with authority increasing as 
scope of responsibility is enlarged. 

In essence, vertical differentiation indicates the above. Thus we see Pugh et al. (1968: 78) 
suggest that vertical differentiation can be measured by a “count of the number of job 
positions between the chief executive and the employees working on the output.” In short, 
vertical differentiation refers to the degree to which administrative labor—labor involved in 
the management of the enterprise—is divided. The usual index of this division is the number 
of managerial levels the organization contains. Thus most measures of this dimension 
describe the depth of the organizational hierarchy. 


Span of Control 


Span of control is a basic building block of hierarchy (Haimann et al., 1978: 130-31). The 
concept relates to the number of subordinates a manager can effectively supervise. 

The span concept directs attention to the complexity of human and_ functional 
interrelationships in an organization. The number of interrelationships among individuals 
grows at a rapid pace when people are added to a department. Thus there are obviously 
limitations to the number of subordinates one person can effectively control (Graicunas, 
1937).2 Furthermore, span of control also has significance in terms of shape of the 
organization that evolves through growth. If each manager controls few people (low 
horizontal differentiation), there will be many levels (high vertical differentiation) in the 
organization. If the span is narrow, there will be few levels. 


Specialization 


Specialization has been described in various ways. However, instead of clarifying, these 
attempts have often confused the issue. Let us resolve the confusion by presenting two 
typical attempts, and then a unifying third. 

The Aston group (Pugh et al., 1963) defines specialization as the manner in which labor 
and duties are divided and dispersed within the organization. Specialization is thus seen as a 
result of the division of labor. In this definition, specialization is divided into specialization of 
tasks and specialization of roles. Specialization of tasks occurs if a specific person is assigned a 
particular task to perform on a full-time basis. Role specialization implies the narrowness 
with which the role is defined. Specialization, in this view, involves increasingly simplified 
and subdivided tasks and roles. 

A different view of specialization is also popular (Hage, 1965). Hage maintains that 
specialization increases as the number of specialties within the organization increases. This 


2. Recall Graicunas’ formula R = n(3" +n — 1), where R equals all types of relationships that might concern a 
manager, and 7 is the number of that manager’s subordinates. 
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would agree with the Aston definition. Hage, however, goes on to state that the degree of 
specialization is also dependent on the amount of training required to perform the tasks of 
the specialties. By this definition specialization implies professional skills, a view dissimilar 
from that of the Aston group. 

The dissimilarity in these two approaches arises from the failure to distinguish between 
the two means of division of labor. Organizational tasks may be divided into increasingly 
simplified subtasks. These subtasks may be performed by unskilled labor. This form of 
division of labor is consistent with a routine technology. If the tasks are complex, they may 
be divided among members with professional skills. The former case is consistent with the 
Aston approach; the latter with Hage’s. 

Tyler (1973) addresses this discrepancy and proposes a unifying definition. He refers to 
two forms of specialization: task specialization and personal specialization. These two forms 
of specialization are seen as independent variables, illustrated in Figure 10-1. Tyler 
combines the two forms into a single dimension, which he terms role variety. Role variety is 
defined as “the number of completely dissimilar occupational categories in the organization” 
(Tyler, 1973: 385), where high dissimilarity means roles are not very interchangeable. An 
organization composed of many noninterchangeable roles, such as engineering project 
teams (cell 1), would be said to exhibit a high degree of specialization. On the other hand, 
organizations whose members perform relatively routine tasks (cell 3) may well have a high 
degree of task specialization, owing to the work’s narrow scope. Personal specialization— 
that based on education, training, and experience—will be low: tasks (roles) are relatively 
interchangeable. 

In short, the dimension of organization structure called specialization is really a dual 
dimension. It concerns both the task itself and the individual performing it. Conveniently, 
however, Tyler (1973) has shown that the degree of role variety captures the essence of this 
dimension. 


Formalization / Standardization 


The repetition of routine tasks is a frequent occurrence in many organizations. As we saw in 
Chapter 9, the organizational response is to design programmed behavior (Simon, 1960b). 
This process is known as formalization, or standardization. 

In its essence, formalization is the means by which an organization determines the 
conditions (how, when, and by whom) under which tasks are to be performed. As such, 


Task Specialization 


High Low 
High 


Project teams Professional agencies 


Personal 


Specialization 2 


Routine organizations Amorphous organizations 


Low 
Figure 10-1. Classification of organizations by types of specialization 
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formalization involves two things: 1. the degree to which rules and regulations governing 
people’s behavior exist; and 2. the degree to which they are enforced. Such rules and 
regulations can, of course, be in written or unwritten form. 


Centralization 


Put simply, centralization is the degree to which members participate in decision making; 
the concept refers to “the loci of authority to make decisions affecting the organization” 
(Pugh et al., 1963: 289). For simplicity, let us use two factors that are involved in 
centralization: 


a. The location of the actual decision-making function at particular points in the authority 
structure 
b. The promulgation of rules for decisions, which limit the discretion of subordinates 


Location of Decision Making 


Complete centralization of an organization consists of having a single member make and 
carry out all decisions and determine all coordination. Any departure from this constitutes 
some degree of decentralization. Rule by members of a committee is not as centralized as 
rule by a single individual. Again, however, we must remember that centralization/decen- 
tralization are ideal states. They are conditions that are not attained—indeed they are 
unattainable. As Levy (1966: 16-17) puts it: 


No organization ever reaches the point at which the action of its members is completely centralized 
or completely decentralized. A completely decentralized organization would lack all structure of 
organization or coordination. 


On the other hand, as we discussed in Chapter 9, the limits of rationality are such that 
a completely centralized organization would be operationally—if not theoretically— 
impossible. 

A structural view of centralization may be taken from Meyer (1968: 215), who measured 
the dimension by degree of horizontal and vertical differentiation. The implication is 
that the greater the number of subunits (horizontal differentiation of tasks) in an 
organization, the greater the extent to which authority is centralized in the head of 
the organization. By the other scale, increasing the “vertical division of labor . . . necessi- 
tates decentralization of authority and its distribution throughout an organization” (Meyer, 
1968: 214). The thought behind this view is : when administrative authority is centralized 
in few positions, managing 1s carried out largely by a central headquarters that issues 
directives to the operating staff. Otherwise, in a structure with a large proportion of 
authority positions, managing entails more reciprocal adjustments because of the greater 
opportunity—and requirement—for communication between managerial and operating 
personnel. In short, “few managers imply a centralized authority structure, which 
encourages management through one-sided directives with little feedback from operating 
levels, thus reducing the autonomy of subordinates” (Blav, 1968: 458). 

Therefore, horizontal differentiation tends to centralize decisions in the head of the 
department. By contrast, vertical differentiation is associated with delegation of authority to 
lower levels. The two differentiation dimensions thus have opposite consequences for the 
centralization of decision-making authority. 
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Promulgation of Rules 


In their functional essence, rules comprise a substitute for direct, personally given orders. 
Like personal orders, rules specify workers’ obligations by directing them to do particular 
things in definite ways. Usually, rules are given more deliberation than personal orders and 
thus tend to be more carefully expressed. Obligations that they impose therefore tend to be 
less ambiguous than a hastily worded personal command. Considered in this light, rules are a 
form of communication that first, make explicit workers’ tasks and second, shape and specify 
subordinate-manager relationships. 

A rule that concentrates authority in a manager might state that “promotions are made 
solely by the manager.” On the other hand, a rule that removes authority from the 
supervisory structure might state that “promotions are based on examination scores.” In 
short, regulations can serve to centralize authority in the managerial hierarchy, or they can 
remove decisions from the hierarchy. 


Summary 


Several researchers have attempted to identify and specify properties that comprise the 
structure of organizations. These attempts have ranged from the early works of the 
classicists, represented by Weber (1946) and Urwick (1937), to more recent efforts, 
specifically those of the Aston group (Pugh et al., 1968) and Blau (Blau and Schoenherr, 
1971; also see Blau, 1970). Table 10—1 summarizes the dimensions identified by each. We 
have combined these attempts into four dimensions: complexity, specialization, formaliza- 
tion, and centralization. 


The Readings 


This chapter contains two articles that discuss the design of organization structure. In the 
first, “Matrix Organization Designs: How to Combine Functional and Project Forms,” Jay 
Galbraith discusses structural changes undergone by a hypothetical firm, ““The Standard 
Products Co.” As the company experienced various changes, especially in the marketplace, 
it became obvious to its managers that the firm would require new procedures, coordinating 
devices, communication channels, and so forth. In short, Standard Products would require a 
new structural form to deal with its changed situation. Galbraith traces these structural 
changes, explaining the bases for them. A matrix structure emerges as the culmination of the 
evolution process. 


TABLE 10-1 DIMENSIONS OF ORGANIZATION STRUCTURE IDENTIFIED BY FOUR ANALYSES 


Max Weber Lyndall Urwick Aston group Peter Blau 
Bureaucracy Organization as a Technical (Pugh et al., (1970; Blau and 
(1946) Problem (1937) 1968) Schoenherr, 1971) 
1. Hierarchy of authority 1. Scalar relationships 1. Structuring of 1. Size 
activities 
2. Specified jurisdictions 2. Specialization of labor 2. Concentration of 2. Differentiation of 
authority labor (horizontal and 
vertical) 
3. Written records 3. Span of control 3. Line control of 3. Standardization and 
workflow formalization 
4. Formal rules 4. Line-staff distinctions 4. Supportive 4. Administrative 


components component 
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In the second article, “New Management Job: The Integrator,” Paul Lawrence and Jay 
Lorsch report some design implications of their well-known research (Lawrence and 
Lorsch, 1967b). They put the matter simply: 


Because of the rapid rate of market and technological change, with the accompanying strains and 
stresses on existing organizational forms, managers are becoming increasingly concerned with the 
difficulty of reconciling the need for specialization with the need for integration of effort. 


The authors suggest that the solution to this problem is to create specific managerial roles 
whose primary focus is “integration.” The form of such roles would vary, of course, 
depending on the various environmental and technological factors that a particular 
organization faces. The integrator role may be filled by a single individual, or it may require 
a whole department. Lawrence and Lorsch discuss the criteria for deciding the form of such 
a role, plus the characteristics integration activities should have. 


Conclusion 


Taken together, the articles in this chapter explore two main questions: 


1. How, given the state of the several design constraints, should organizational activities and 
resources be differentiated; that is, divided up? 

2. What kinds of mechanisms should be designed so as to integrate, or coordinate, those 
differentiated activities and resources? 


MATRIX ORGANIZATION DESIGNS: HOW TO COMBINE 
FUNCTIONAL AND PROJECT FORMS 


JAY R. GALBRAITH 


Each era of management evolves new forms of organi- 
zation as new problems are encountered. Earlier gen- 
erations of managers invented the centralized func- 
tional form, the line-staff form, and the decentralized 
product division structure as a response to increasing 
size and complexity of tasks. The current generation of 
management has developed two new forms as a 
response to high technology. The first is the free-form 
conglomerate; the other is the matrix organization, 
which was developed primarily in the aerospace in- 
dustry. 

The matrix organization grows out of the organiza- 
tional choice between project and functional forms, 
although it is not limited to those bases of the authority 
structure (Mee, 1964). Research in the behavioral 
sciences now perinits a detailing of the choices among 
the alternate intermediate forms between the project 
and functional extremes. Detailing such a choice 1s 
necessary since many businessmen see their organiza- 
tions facing situations in the 1970s that are similar to 
those faced by the aerospace firms in the 1960s. As a 
result, a great many unanswered questions arise con- 
cerning the use of the matrix organization. For exam- 
ple, what are the various kinds of matrix designs, what 
is the difference between the designs, how do they 
work, and how do | choose a design that is appropriate 
for my organization? 

The problem of designing organizations arises from 
the choices available among alternative bases of the 
authority structure. The most common alternatives are 
to group together activities which bear on a common 
product, common customer, common geographic area, 
common business function (marketing, engineering, 
manufacturing, and so on), or common process (forg- 
ing, stamping, machining, and so on). Each of these 
bases has various costs and economies associated with it. 
For example, the functional structure facilitates the 


acquisition of specialized inputs. It permits the hiring of 
an electromechanical and an electronics engineer 
rather than two electrical engineers. It minimizes the 
number necessary by pooling specialized resources and 
time sharing them across products or projects. It 
provides career paths for specialists. Therefore, the 
organization can hire, utilize, and retain specialists. 

These capabilities are neccessary if the organization 
is going to develop high technology products. How- 
ever, the tasks that the organization must perform 
require varying amounts of the specialized resources 
applied in varying sequences. The problem of simulta- 
neously completing all tasks on tme, with appropriate 
quality and while fully utilizing all specialist resources, 
is all but impossible in the functional structure. It 
requires either fantastic amounts of information or long 
lead times for task completion. 

The product or project form of organization has 
exactly the opposite set of benefits and costs. It 
facilitates coordination among specialties to achieve 
on-time completion and to meet budget targets. It 
allows a quick reaction capability to tackle problems 
that develop in one specialty, thereby reducing the 
impact on other specialties. However, if the organiza- 
tion has two projects, each requiring one half-time 
electronics engineer and one half-time electromechan- 
ical engineer, the pure project organization must either 
hire two electrical engineers—and reduce specializa- 
tion—or hire four engineers (two electronics and two 
electromechanical)—and incur duplication costs. In 
addition, no one is responsible for long-run technical 
development of the specialties. Thus, each form of 
organization has its own set of advantages and disad- 
vantages. A similar analysis could be applied to geo- 
graphically or client-based structures. 

The problem is that when one basis of organization 
is chosen, the benefits of the others are surrendered. If 


Jay R. Galbraith, “Matrix Organization Designs: How to Combine Functional and Project Forms,” Business Horizons, 14, no.1 (February 
1971) pp. 29-40. Copyright, 1971, by the Foundation for the School of Business at Indiana University. Reprinted by permission. 
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the functional structure is adopted, the technologies are 
developed but the projects fall behind schedule. If the 
project organization is chosen, there is better cost and 
schedule performance but the technologies are not 
developed as well. In the past, managers made a 
judgment as to whether technical development or 
schedule completion was more important and chose the 
appropriate form. 

However, in the 1960s with a space race and missile 
gap, the aerospace firms were faced with a situation 
where both technical performance and coordination 
were important. The result was the matrix design, 
which attempts to achieve the benefits of both forms. 
However, the matrix carries some costs of its own. A 
study of the development of a matrix design is con- 
tained in the history of The Standard Products Co., a 
hypothetical company that has changed its form of 
organization from a functional structure to a matrix. 


A COMPANY CHANGES FORMS 


The Standard Products Co. has competed effectively 
for a number of years by offering a varied line of 
products that were sold to other organizations. Stan- 
dard produced and sold its products through a func- 
tional organization like the one represented in Figure 
10—2. A moderate number of changes in the product 
line and production processes were made each year. 


Therefore, a major management problem was to 
coordinate the flow of work from engineering through 
marketing. The coordination was achieved through 
several integrating mechanisms: 


Rules and procedures—One of the ways to constrain 
behavior in order to achieve an integrated pattern is to 
specify rules and procedures. If all personnel follow the 
rules, the resultant behavior is integrated without 
having to maintain on-going communication. Rules are 
used for the most predictable and repetitive activities. 

Planning processes—For less repetitive activities, 
Standard does not specify the procedure to be used but 
specifies a goal or target to be achieved, and lets the 
individual choose the procedure appropriate to the 
goal. Therefore, processes are undertaken to elaborate 
schedules and budgets. The usefulness of plans and 
rules is that they reduce the need for on-going 
communication between specialized subunits. 

Hierarchical referral—When situations are encoun- 
tered for which there are no rules or when problems 
cause the goals to be exceeded, these situations are 
referred upward in the hierarchy for resolution. This is 
the standard management-by-exception principle. 
This resolves the nonroutine and unpredictable events 
that all organizations encounter. 

Direct contact—\n order to prevent top executives 
from becoming overloaded with problems, as many 
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Figure 10-2. Standard’s functional organization 
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problems as possible are resolved by the affected 
managers at low levels by informal contacts. These 
remove small problems from the upward referral 
process. 

Liaison departments —In some cases, where there is a 
large volume of contacts between two departments, a 
liaison department evolves to handle the transactions. 
This typically occurs between engineering and man- 
ufacturing in order to handle engineering changes and 
design problems.! 


The Standard Products Co. utilized these mecha- 
nisms to integrate the functionally organized special- 
ues. They were effective in the sense that Standard 
could respond to changes in the market with new 
products on a timely basis, the new products were 
completed on schedule and within budget, and the 
executives had sufficient time to devote to long-range 
planning. 


Matrix Begins Evolution 


A few years ago, a significant change occurred in the 

“market for one of Standard’s major product lines. A 
competitor came out with a new design utilizing an 
entirely new raw material. The initial success caused 
Standard to react by developing one of their own 
incorporating the new material. They hired some 
specialists in the area and began their normal new 
product introduction activities. However, this time the 
product began to fall behind schedule, and it appeared 
that the product would arrive on the market at a time 
later than planned. In response, the general manager 
called a meeting to analyze the situation. 

Task Force. After a briefing, it was obvious to the 
general manager and the directors of the three func- 
tions what was happening. Standard’s lack of experi- 
ence with the new material had caused them to 
underestimate the number and kinds of problems. The 
uncertainty led to a deterioration in usefulness of plans 
and schedules. The problems affected all functions, 
which meant that informal contacts and liaison pro- 


1. For a more detailed explanation, see Jay R. Galbraith, Organiza- 
tion Design (Reading, Mass.: Addison-Wesley Publishing Co., Inc., 
1971). 
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cesses were cumbersome; therefore, the majority of the 
problems were referred upward. This led to overloads 
on the directors of the functions and the general 
manager, which in turn added to the delays. Thus, the 
new situation required more decision making and more 
information processing than the current organization 
could provide. 

The directors of engineering and manufacturing 
suggested that the cause of the problem was an overly 
ambitious schedule. More time should have been 
allowed for the new product; if realistic schedules were 
set, the current coordination processes would be ade- 
quate. They proposed that the schedules be adjusted by 
adding three to six months to the current due dates, 
which would allow more time to make the necessary 
decisions. 

The director of marketing objected, reporting that 
the company would lose a good percentage of the 
market if the introduction was delayed. A number of 
big customers were waiting for Standard’s version of 
the new product, and a delay would cost the company 
some of these customers. The general manager agreed 
with the marketing director. He proposed that they 
should not change the schedule to fit their current 
coordination processes, but that they could introduce 
some new coordination mechanisms to meet the 
scheduled due dates. 

The group agreed with the general manager’s 
position and began to search for alternative solutions. 
One of the solution requirements suggested was to 
reduce the distance between the sources of information 
and the points of decision. At this point the manufac- 
turing director cautioned them about decentralizing 
decisions. He reminded them of previous experiences 
when decisions were made at low levels of the engi- 
neering organization. The data the decision makers 
had were current but they were also local in scope; 
severe problems in the manufacturing process resulted. 
When these decisions were centralized, the global 
perspective prevented these problems from develop- 
ing. Therefore, they had to increase decision-making 
power at lower levels without losing the inputs of all 
affected units. The alternative that met both require- 
ments was a group with representation from all the 
major departments to enter into joint decisions. 
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The group was appointed and named the “new 
product task force.” It was to last as long as cross- 
functional problems occurred on the new product 
introduction. The group was to meet and solve joint 
problems within the budget limits set by the general 
manager and the directors; problems requiring more 
budget went to the top management group. The 
purpose was to make as many decisions as possible at 
low levels with the people most knowledgeable. This 
should reduce the delays and yet ensure that all the 
information inputs were considered. 

The task force consisted of nine people; three, one 
from each function, were full-time and the others were 
part-time. They met at least every other day to discuss 
and resolve joint problems. Several difficulties caused 
them to shift membership. First, the engineering 
representatives were too high in the organization and, 
therefore, not knowledgeable about the technical al- 
ternatives and consequences. They were replaced with 
lower level people. The opposite occurred with respect 
to the manufacturing representatives. Quite often they 
did not have either information or the authority to 
commit the production organization to joint decisions 
made by the task force. They were replaced by higher 
level people. Eventually, the group had both the 
information and the authority to make good group 
decisions. The result was effective coordination: coor- 
dination = f (authority information). 

Creation of the task force was the correct solution. 
Decision delays were reduced, and collective action 
was achieved by the joint decisions. The product 
arrived on time, and the task force members returned 
to their regular duties. 

Teams. No sooner had the product been introduced 
than salesmen began to bring back stories about new 
competitors. One was introducing a second-generation 
design based on improvements in the raw material. 
Since the customers were excited by its potential and 
the technical people thought it was feasible, Standard 
started a second-generation redesign across all its 
product lines. This time, they set up the task force 
structure in advance and committed themselves to an 
ambitious schedule. 

Again the general manager became concerned. This 
time the product was not falling behind schedule, but in 
order to meet target dates the top management was 
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drawn into day-to-day decisions on a continual basis. 
This was leaving very little me to think about the 
third-generation product line. Already Standard had to 
respond twice to changes initiated by others. It was 
time for a thorough strategy formulation. Indeed, the 
more rapid the change in technology and markets, the 
greater the amount of strategic decision making that is 
necessary. However, these are the same changes that 
pull top management into day-to-day decisions. The 
general manager again called a meeting to discuss and 
resolve the problem. 

The solution requirements to the problem were the 
same as before. They had to find a way to push a 
greater number of decisions down to lower levels. At 
the same time, they had to guarantee that all in- 
terdependent subunits would be considered in the 
decision so that coordination would be maintained. 
The result was a more extensive use of joint decision 
making and shared responsibility. 

The joint decision making was to take place through 
a team structure. The teams consisted of representa- 
tuves of all functions and were formed around major 
product lines. There were two levels of teams, one at 
lower levels and another at the middle-management 
level. Each level had defined discretionary limits; 
problems that the lower level could not solve were 
referred to the middle-level team. If the middle level 
could not solve the problem, it went to top manage- 
ment. A greater number of day-to-day operating 
problems were thereby solved at lower levels of the 
hierarchy, freeing top management for long-range 
decisions. 

The teams, unlike the task force, were permanent. 
New products were regarded as a fact of life, and the 
teams met on a continual basis to solve recurring 
interfunctional problems. Task forces were still used to 
solve temporary problems. In fact, all the coordination 
mechanisms of rules, plans, upward referrral, direct 
contact, liaison men, and task forces were used, in 
addition to the teams. 

Product Managers. The team structure achieved 
interfunctional coordination and permitted top man- 
agement to step out of day-to-day decision making. 
However, the teams were not uniformly effective. 
Standard’s. strategy required the addition of highly 
skilled, highly educated technical people to continue to 
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innovate and compete in the high technology industry. 
Sometimes these specialists would dominate a team 
because of their superior technical knowledge. That is, 
the team could not distinguish between providing 
technical information and supplying managerial judg- 
ment after all the facts were identified. In addition, the 
specialists’ personalities were different from the per- 
sonalities of the other team members, which made the 
problem of conflict resolution much more difficult 
(Lawrence and Lorsch, 1967a). 

Reports of these problems began to reach the general 
manager, who realized that a great number of decisions 
of consequence were being made at lower and middle 
levels of management. He also knew that they should 
be made with a general manager’s perspective. This 
depends on having the necessary information and a 
reasonable balance of power among the joint decision 
makers. Now the technical people were upsetting the 
power balance because others could not challenge them 
on technical matters. As a result, the general manager 
chose three technically qualified men and made them 
product managers in charge of the three major product 
‘lines (Lawrence and Lorsch, 1967b). They were to act 
as chairmen of the product team meetings and gener- 
ally facilitate the interfunctional decision making. 

Since these men had no formal authority,.they had to 
resort to their technical competence and their inter- 
personal skills in order to be effective. The fact that 
they reported to the general manager gave them some 
additional power. These men were successful in bring- 
ing the global, general manager perspective lower in 
the organization to improve the joint decision-making 
process. 

The need for this role was necessitated by the 
increasing differences in attitudes and goals among the 
technical, production, and marketing team partici- 
pants. These differences are necessary for successful 
subtask performance but interfere with team colla- 
boration. The product manager allows collaboration 
without reducing these necessary differences. The cost 
is the additional overhead for the product management 
salaries. 

Product Management Departments. Standard Prod- 
ucts was now successfully following a strategy of new 
product innovation and introduction. It was leading the 
industry in changes in technology and products. As the 


number of new products increased, so did the amount 
of decision making around product considerations. The 
frequent needs for trade-offs across engineering, pro- 
duction, and marketing lines increased the influence of 
the product managers. It was not that the functional 
managers lost influence; rather, it was the increase in 
decisions relating to products. 

The increase in the influence of the product mana- 
gers was revealed in several ways. First, their salaries 
became substantial. Second, they began to have a 
greater voice in the budgeting process, starting with 
approval of functional budgets relating to their prod- 
ucts. The next change was an accumulation of staff 
around the products, which became product depart- 
ments with considerable influence. 

At Standard this came about with the increase in 
new product introductions. A lack of information 
developed concerning product costs and revenues for 
addition, deletion, modification, and pricing decisions. 
The general manager instituted a new information 
system that reported costs and revenues by product as 
well as by function. This gave product managers the 
need for a staff and a basis for more effective interfunc- 
tional collaboration. 

In establishing the product departments, the general 
manager resisted requests from the product managers 
to reorganize around product divisions. While he 
agreed with their analysis that better coordination was 
needed across functions and for more effective product 
decision making, he was unwilling to take the chance 
that this move might reduce specialization in the 
technical areas or perhaps lose the economies of scale in 
production. He felt that a modification of the informa- 
tion system to report on a product and a functional 
basis along with a product staff group would provide 
the means for more coordination. He still needed the 
effective technical group to drive the innovative pro- 
cess. The general manager also maintained a climate 
where collaboration across product lines and functions 
was encouraged and rewarded. 


The Matrix Completed 


By now Standard Products was a high technology 
company; its products were undergoing constant 
change. The uncertainty brought about by the new 
technology and the new products required an enor- 
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mous amount of decision making to plan-replan all the 
schedules, budgets, designs, and so on. As a result, the 
number of decisions and the number of consequential 
decisions made at low levels increased considerably. 
This brought on two concerns for the general manager 
and top management. 

The first was the old concern for the quality of 
decisions made at low levels of the organization. The 
product managers helped solve this at middle and top 
levels, but their influence did not reach low into the 
organization where a considerable number of decisions 
were made jointly. They were not always made in the 
best interest of the firm as a whole. The product 
managers again recommended a move to product 
divisions to give these low-level decisions the proper 
product orientation. 

The director of engineering objected, using the 
second problem to back up his objection. He said the 
move to product divisions would reduce the influence 
of the technical people at a tme when they were 
having morale and turnover problems with these 
employees. The increase in joint decisions at low levels 
meant that these technical people were spending a lot 
of time in meetings. Their technical input was not 
always needed, and they preferred to work on techni- 
cal problems, not product problems. Their dissatisfac- 
tion would only be aggravated by a change to product 
divisions. 

The top management group recognized both of 
these problems. They needed more product orienta- 
tion at low levels, and they needed to improve the 
morale of the technical people whose inputs were 
needed for product innovations. Their solution in- 
volved the creation of a new role—that of subproduct 
manager (Lorsch, 1971). The subproduct manager 
would be chosen from the functional organization and 
would represent the product line within the function. 
He would report to both the functional manager and 
the product manager, thereby creating a dual authority 
structure. The addition of a reporting relation on the 
product side increases the amount of product influence 
at lower levels. 

The addition of the subproduct manager was in- 
tended to solve the morale problem also. Because he 
would participate in the product team meetings, the 


technical people did not need to be present. The 
subproduct manager would participate on the teams 
but would call on the technical experts within his 
department as they were needed. This permitted the 
functional department to be represented by the sub- 
product manager, and the technical people to concen- 
trate on strictly technical matters. 

Standard Products has now moved to a pure matrix 
organization as indicated in Figure 10—3. The pure 
matrix organization is distinguished from the previous 
cross-functional forms by two features. First, the pure 
matrix has a dual authority relationship somewhere in 
the organization. Second, there is a power balance 
between the product management and functional sides. 
While equal power is an unachievable razor’s edge, a 
reasonable balance can be obtained through enforced 
collaboration on budgets, salaries, dual information and 
reporting systems, and dual authority relations. Such a 
balance is required because the problems that the 
organization faces are uncertain and must be solved on 
their own merits—not on any predetermined power 
structure. 

Thus over a period of tme, the Standard Products 
Co. has changed from a functional organization to a 
pure matrix organization using dual authority relation- 
ships, product management departments, product 
teams at several levels, and temporary task forces. 
These additional decision-making mechanisms were 
added to cope with the change in products and 
technologies. The changes caused a good deal of 
uncertainty concerning resource allocations, budgets, 
and schedules. In the process of task execution, more 
was learned about the problem causing a need for 
rescheduling and rebudgeting. This required the pro- 
cessing of information and the making of decisions. 

In order to increase its capacity to make product 
relevant decisions, Standard lowered the level at which 
decisions were made. Coordination was achieved by 
making joint decisions across functions. Product man- 
agers and subproduct managers were added to bring a 
general manager’s perspective to bear on the joint 
decision-making processes. In addition, the informa- 
tion and reporting system was changed in order to 
provide reports by function and by product. Com- 
bined, these measures allowed Standard to achieve the 
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Figure 10-3. Standard’s pure matrix organization 


high levels of technical sophistication necessary to 
innovate products and simultaneously to get these 
products to the market quickly to maintain competitive 
position. 


HOW DO | CHOOSE A DESIGN? 


Not all organizations need a pure matrix organization 
with a dual authority relationship. Many, however, can 
benefit from some cross-functional forms to relieve top 
decision makers from day-to-day operations. If this is 
so, how does one choose the degree to which his 
organization should pursue lateral forms? To begin to 
answer this question, let us first lay out the alternatives, 
then list the choice determining factors. 

The choice, shown in Figure 10—4, is indicated by 
the wide range of alternatives between a pure func- 
tional organization and a pure product organization 
with the matrix being half-way between. The Stan- 


dard Products Co. could have evolved into a matrix 
from a product organization by adding functional 
teams and managers. Thus there is a continuum of 
organization designs between the functional and prod- 
uct forms. The design is specified by the choice among 
the authority structure; integrating mechanisms such 
as task forces, teams and so on; and by the formal 
information system. The way these are combined is 
illustrated in Figure 10—4. These design variables help 
regulate the relative distribution of influence between 
the product and functional considerations in the firm’s 
operations. 

The remaining factors determining influence are 
such things as roles in budget approvals, design 
changes, location and size of offices, salary, and so on. 
Thus there is a choice of integrating devices, authority 
structure, information system, and influence distribu- 
tion. The factors that determine choice are diversity of 
the product line, the rate of change of the product line, 
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Figure 10-4. The range of alternatives 


interdependencies among subunits, level of technol- 
ogy, presence of economies of scale, and organization 
size. 


Product Lines 


The greater the diversity among product lines and the 
greater the rate of change of products in the line the 
greater the pressure to move toward product struc- 
tures.? When product lines become diverse, it becomes 
difficult for general managers and functional managers 
to maintain knowledge in all areas; the amount of 
information they must handle exceeds their capacity to 
absorb it. Similarly, the faster the rate of new product 
introduction, the more unfamiliar are the tasks being 
performed. 


2. For product line diversity, see Alfred Chandler, Strategy and 
Structure (Cambridge, Mass.: The M.1.T. Press, 1962). For product 
change rate, see Tom Burns and G. M. Stalker, Management and 
Innovation (London: Tavistock Publications, 1958). 


Managers are, therefore, less able to make precise 
estimates concerning resource allocations, schedules, 
and priorities. During the process of new product 
introduction, these same decisions are made repeatedly. 
The decisions concern trade-offs among engineering, 
manufacturing, and marketing. This means there must 
be greater product influence in the decision process. 
The effect of diversity and change is to create a force to 
locate the organization farther to the right in Figure 
10—4. 


Interdependence 


The functional division of labor in organizations 
creates interdependencies among the specialized sub- 
units. That is, a problem of action in one unit has a 
direct impact on the goal accomplishment of the other 
units. Organizations usually devise mechanisms that 
uncouple the subunits, such as in-process-inventory 
and order backlogs. The degree to which inventories 
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and backlogs develop is a function of how tight the 
schedule is. If there is a little slack in the schedule, then 
the functional departments can resolve their own 
problems. However, if rapid response to market 
changes is a basis of competition, then schedules are 
squeezed and activities run in parallel rather than series 
(Galbraith, 1970). This means that problems in one 
unit directly affect another. The effect is a greater 
number of joint decisions involving engineering, man- 
ufacturing, and production. A greater need for product 
influence in these decisions arises due to the tight 
schedule. Thus the ughter the schedule, the greater the 
force to move to the right in Figure 10—4. 

Although the tightness of the schedule is the most 
obvious source of interdependence, ught couplings can 
arise from reliability requirements and other design 
specifications. If the specifications require a more 
precise fit and operation of parts, then the groups 
designing and manufacturing the parts must also “fit 
and operate” more closely. This requires more coordi- 
nation in the form of communication and decision 
making. 


Level of Technology 


If ught schedules and new products were the only 
forces operating, every organization would be organ- 
ized around product lines. The level of technology or 
degree to which new technology is being used is a 
counteracting force. The use of new technologies 
requires expertise in the technical specialties in engi- 
neering, in production engineering, in manufacturing, 
and market research in marketing. Some of the exper- 
tise may be purchased outside the organization. 

However, if the expertise is critical to competitive 
effectiveness, the organization must acquire it inter- 
nally. If the organization is to make effective use of the 
expertise, the functional form of organization is supe- 
rior, as described earlier in the article. Therefore the 
greater the need for expertise, the greater the force to 
move to the left in Figure 10—4. 


Economies of Scale and Size 


The other factor favoring a functional form is the 
degree to which expensive equipment in manufactur- 
ing, test facilities in engineering, warehousing facilities 
in marketing are used in producing and selling the 
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product. (Warehousing introduces another dimension 
of organization structure, for example, geographical 
divisions. For our purposes, we will be concerned only 
with product and function dimensions.) It is usually 
more expensive to buy small facilities for product 
divisions than a few large ones for functional depart- 
ments. The greater the economies of scale, the greater 
the force to move to the left in Figure 10—4. Mixed 
structures are always possible. That is, the capital 
intensive fabrication operation can organize along 
functional process lines, and the labor intensive assem- 
bly operation can organize along product lines. 

The size of the organization is important in that it 
modifies the effect of expertise and economies of scale. 
That is, the greater the size of the organization the 
smaller the costs of lost specialization and lost econ- 
omies of scale when the product form 1s adopted. Thus 
while size by itself has little effect on organization 
structure, it does moderate the effects of the previously 
mentioned factors. 


The Choice 


While research on organizations has not achieved a 
sophistication that would allow us to compute the 
results of the above factors and locate a point in Figure 
10—4, we can still make our subjective weightings. In 
addition, we can locate our present position and make 
changes in the appropriate directions as product lines, 
schedules, technologies, and size change during the 
normal course of business. The framework provides 
some basis for planning the organization along with 
planning the strategy and resource allocations. 

If the organization’s present structure is on the left 
side of the figure, many of the symptoms occurring in 
the Standard Products example signal a need for a 
change. Io what degree are communication overloads 
occurring? Are top executives being drawn into day- 
to-day decisions to the detriment of strategy develop- 
ment? How long does it take to get top level decisions 
made in order to continue work on new products? If 
the answers to these questions indicate an overload, 
then some movement toward a matrix is appropriate. 
Probably a sequence of moves until the bottlenecks 
disappear is the best strategy; this will allow for the 
proper attitudinal and behavioral changes to keep pace. 

If the organization is product organized, then move- 
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ments to the left toward a matrix are more subtle. They 
must be triggered by monitoring the respective tech- 
nological environments. 

An example from the aerospace industry may help. 
In the late fifties and early sixties the environment was 
characterized by the space race and missile gap. In this 
environment, technical performance and technology 
development were primary, and most firms adopted 
organizations characterized by the dotted line at “1” in 
Figure 10—4. The functional departments had the 
greatest influence on the decision-making process. 
During the McNamara era, they moved to point “2.” 
The environment shifted to incentive contracts, 
PERT-cost systems, and increased importance of cost 
and schedule considerations. 

Currently, the shift has continued toward point “3.” 
Now the environment is characterized by tight bud- 
gets, a cost overrun on the C-5 project, and Proxmire 
hearings in the Senate. The result is greater influence 
by the project managers. All these have taken place in 
response to the changing character of the market. A 
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few firms recently moved back toward point “2” in 
response to the decreasing size of some firms. The 
reduction in defense spending has resulted in cutbacks 
in projects and employment. In order to maintain 
technical capabilities with reduced size, these firms 
have formed functional departments under functional 
managers with line responsibility. These changes show 
how changes in need for expertise, goals, and size affect 
the organization design choice. 

Many organizations are experiencing pressures that 
force them to consider various forms of matrix designs. 
The most common pressure is increased volume of new 
products. Organizations facing this situation must 
either adopt some form of matrix organization, change 
to product forms of organization, or increase the time 
between start and introduction of the new products 
process. 

For most organizations, the matrix design is the most 
effective alternative. Managers must be aware of the 
different kinds of matrix designs and develop some 
basis for choosing among them. 


NEW MANAGEMENT JOB: THE INTEGRATOR 


PAUL R. LAWRENCE 
AND JAY W. LORSCH 


What will be new and unique about organizational 
structures and management practices of business en- 
terprises that are their industries’ competitive leaders a 
decade from now? Because of the rapid rate of market 
and technological change, with the accompanying 
strains and stresses on existing organizational forms, 
managers are becoming increasingly concerned with 
the difficulty of reconciling the need for specialization 
with the need for integration of effort. 

Consequently, the purpose here is to explore this 
problem and to suggest that one of the critical organi- 
zational innovations will be the establishment of man- 
agement positions, and even formal departments, 
charged with the task of achieving integration. More- 
over, the integrative function will be on a par with such 
traditional functions as production, sales, research, and 
others. 

That may seem to be a startling statement, particu- 
larly since we know of no organziation which has yet 
established a department—even a small one—formally 
labeled “integration.” 

However, before we can evaluate our prediction, we 
first need to define what we mean by the term 
integration. As used in this article, integration is the 
achievement of unity of effort among the major 
functional specialists in a business. The integrator’s role 
involves handling the nonroutine, unprogrammed 
problems that arise among the traditional functions as 
each strives to do its own job. It involves resolving 
interdepartmental conflicts and facilitating decisions, 
including not only such major decisions as large capital 
investment but also the thousands of smaller ones 
regarding product features, quality standards, output, 
cost targets, schedules, and so on. Our definition reads 
much like the customary job description of any com- 


pany general manager or divisional manager who has 
“line” authority over all the major functional depart- 
ments. 

Although the need for organizational integration is 
not new, the traditional method of using the “shared 
boss” as the integrator is rapidly breaking down, and a 
radically new approach is becoming necessary. The 
increasingly dynamic nature of many organizational 
environments is making the integrating job so impor- 
tant and so complex that it cannot be handled by a 
single general manager, no matter how capable he 
may be. 

Substance can be added to our definition of integra- 
tion by identifying some of the diverse titles under 
which this. activity is currently being performed. In 
recent years there has been a rapid proliferation of such 
roles as product manager, brand manager, program 
coordinator, project leader, business manager, planning 
director, systems designer, task force chairman, and so 
forth. The fine print in the descriptions of these various 
management positions almost invariably describes the 
core function as that of integration, as we define it. 

These new integrative assignments are joining some 
older ones, such as those carried on by production 
control people in resolving schedule conflicts between 
production and sales, and by budget officers in ad- 
dressing interdepartmental conflicts around the alloca- 
tion of capital and operating funds. 

The emergence of these integrating jobs in consid- 
erable numbers now makes it practical to turn the 
spotlight of systematic research on them to learn how 
to manage them effectively. This article largely reports 
on the findings from our recent study, which answer 
four key questions about the management of the 
integrating function: 


Paul R. Lawrence and Jay W. Lorsch, ““New Management Job: The Integrator,” Harvard Business Review, November—December 1967, 
Copyright © 1967 by the President and Fellows of Harvard College; all rights reserved. 
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1. How should integrators be oriented and motivated? 

2. What patterns of conflict resolution and influence 
should they employ? 

3. What authority should they have, and how do they 
get it? 

4. Who are the most qualified people for these posi- 
tions? 


To find answers to these questions, we have identified 
the characteristics of both the organizations and the 
people who are performing the integration task more 
effectively than others (1967c). But before turning 
directly to these questions, we first want to shed more 
light on the reasons for the present emergence of the 
integrative function. 


EMERGING NEED 


When modern large-scale corporations appeared in 
considerable numbers in the first two decades of this 
century, they developed around such basic production 
technologies as oil-refining, iron-steel conversion, and 
automobile assembly. At first, engineers and other 
production specialists played a dominant role. Since the 
very productivity of these firms generated a need for a 
predictable and controllable distribution system, in the 
1920s and 1930s marketing experts came to the fore. 
Channels of distribution were built up in each industry, 
and the entire mix of product design, promotion, 
advertising, pricing, and so on, was elaborated. The 
boundaries between industries were still relatively 
clear, and the markets were reasonably predictable. 
However, once the effects of the depression abated, 
the very success of the marketers helped provide 
consumers with an abundance of standard products 
that led to a demand for product differentiation. This 
demand, combined with the stimulus of the post- 
World War II period, force-fed the widespread emer- 
gence in the late 1940s and 1950s of research and 
development as a major industrial function. 


Crucial Activity 


Industrial R&D technology has already broken down 
the existing boundaries between industries. Once- 
stable markets and distribution channels are now in a 
state of flux. Product differentiation has parlayed into a 
welter of choices at every stage of the sequence from 
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basic raw materials to ultimate consumer items. The 
industrial environment is turbulent and increasingly 
difficult to predict. Many complex facts about markets, 
production methods and costs, and scientific potentials 
for product and process improvement are relevant to 
investment decisions about these myriad product 
varieties. 

All of these factors have combined to produce a 
king-size managerial headache: there are just too many 
crucial decisions to have them all processed and re- 
solved through the regular line hierarchy at the top of 
the organization; they must be integrated in some other 
way. 

The current importance of R&D groups in modern 
organizations is making the integrator’s role crucial for 
another reason. Research has introduced into the 
corporation an entirely new set of people—namely, the 
scientists— who have their own unique way of being 
productive. They are specialists who work by a 
different clock and in a different style from hard-nosed 
production managers or outward-oriented sales man- 
agers. Management has learned, by and large, that 
these differences are necessary if each type of specialist 
is to do his job well. But, as these specialists diverge in 
their working styles, it becomes increasingly difficult to 
achieve the necessary integration. New roles have to be 
introduced to get the integration job done. Company 
after company is committing more and more manage- 
rial manpower, under any guise or rubric, to achieve 
collaboration between highly specialized people spread 
throughout all organizational functions and levels. 


SURVEY FINDINGS 


To this point in the discussion, we have demonstrated 
that integrative roles are needed and are being devel- 
oped in many companies. In fact, our study of ten 
organizations in three distinctly different industries— 
plastics, consumer foods, and containers—provides 
dramatic evidence of the importance of effective 
integration in any industry. This is because our 
research reveals a close correlation between the effec- 
tiveness of integration among functional departments 
and company growth and profits. However, separate 
integrating roles or departments are not the solution 
for all organizations. While formal integrative roles are 


NEW MANAGEMENT JOB: THE INTEGRATOR 


367 


highly important in R&D-intensive industries, such as 
plastics and consumer food products, in a compara- 
uvely stable industry, such as containers, integration 
can often be achieved through the management hier- 
archy. 

The important point is that in the future more 
organizations will be operating in rapidly changing 
environments, and the problem for managers will be to 
make certain that this integrative function is effectively 
carried out. In order to do this, they will need to learn 
how to select, train, organize, supervise, and control 
these new integrators. 


Organization Structure 


Two questions arise when we think of designing the 
structure of the organization to facilitate the work of 
integrators: 


1. Is it better to establish a formal integration depart- 
ment, or simply to set up integrating positions 
independent of one another? 

2. If individual integrating positions are set up, how 
should they be related to the larger structure? 


In considering these issues it should first be pointed 
out that if an organization needs integrators at all, it is 
preferable to legitimize these roles by formal titles and 
missions rather than to leave them in an informal status. 
We derive the primary evidence on this point from an 
intensive study of an electronics company, where the 
limitations of using informal integrators are clearly 
revealed.! This research demonstrates that the effec- 
tiveness of the informal integrators is severely circum- 
scribed when it comes to dealing with difficult interde- 
partmental relationships. Consider: 

In this organization the boundaries between the 
production and engineering departments were not well 
established, and there was intense competition and 
conflict between these two groups. The informal 
integrators were unable to achieve effective collabora- 
tion, at least in part because their roles were not clearly 
defined. Therefore, their integrative attempts were 
often seen as inappropriate infringements on the 
domains of other departments. 


1. Unpublished study conducted by John Seiler and Robert Katz for 
the Division of Research, Harvard Business School. 


For example, an engineering supervisor, whose own 
inclinations and interests led him to play a coordinating 
role between the two departments, was -frequently 
rebuffed by the production personnel because he was 
seen as intruding into their activities. Without a clearly 
defined role, his integration efforts were limited to 
exchanging information across the interface of the two 
departments. 

These data indicate that the more intense the 
problem of interdepartmental collaboration is, the 
more need there is for the integrative roles to be 
formally identified so that such activities are seen as 
legitimate. 

The question of whether to establish independent 
integrative roles or to create a formal department is 
illuminated to a considerable extent by our data. 
Consider: 


e In the plastics industry, which has the fastest rate of 
technical change of the three industries we studied, 
the basic departments (production, sales, and re- 
search) are the most highly specialized and differen- 
tiated. Five of the six plastics companies studied, 
including the one with the best integration record, 
have what could be called “full-scale integrating 
departments,” although they are not formally la- 
beled as such. (See Figure 10—5 for suggested 
structural solutions to the integration problem.) 


e In the consumer foods industry, which has both a 
medium rate of technical change and a medium 
degree of difference between basic departments, one 
of the two companies studied uses a full-scale 
“integrating department”; the other—with the bet- 
ter integration record—simply utilizes a set of scat- 
tered integration roles. 


e The container industry has the most stable technol- 
ogy; and thus only slight differences are perceptible 
between basic departments. In this industry the 
company with the best integration record has no 
formal integrators of any kind; it relies entirely on its 
regular line organization to do the coordinating. By 
contrast, a second container company, employing a 
full-fledged integrating department, has experienced 
considerable integrating difficulties. This suggests 
not only that the department is redundant, but that it 
actually impedes the coordination process. 
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Figure 10-5. Structural solutions to the organizational 
integration problem 


All of this evidence indicates that the elaborateness 
of the integrating function should vary both with the 
complexity of the problems and with the size of the gap 
that specialization creates between the basic depart- 
ments. Moreover, management should keep in mind 
that it is possible to get too many integrators into the 
act as well as too few. 


BEHAVIOR CHARACTERISTICS 


Our research enables us to identify four important 
characteristics about the behavior of effective integra- 
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tors, as well as the organizational practices that con- 
tribute to their effectiveness: 


1. Integrators need to be seen as contributing to 
important decisions on the basis of their competence 
and knowledge, rather than on their positional 
authority. 


2. Integrators must have balanced orientations and 
behavior patterns. 


3. Integrators need to feel they are being rewarded for 
their total product responsibility, not solely on the 
basis of their performance as individuals. 


4. Integrators must have a capacity for resolving 
interdepartmental conflicts and disputes. 


Since these findings offer some important prescrip- 
tions about the behavior of effective integrators, let us 
examine each of these characteristics more closely. 


Decision Contribution 


One of the major and most frequently expressed 
dilemmas facing managers in integrating positions is 
whether they are able to contribute to important 
decisions. An integrator interviewed in our study 
expressed this common concern: 


My key frustration is that I do not have the authority 
over the people | must deal with. | cannot yell at the 
research guy. I have to try to influence him by being 
persuasive. My major tool is strictly my personality. 


Although this integrator, like many of his colleagues, 
complains that he does not have formal authority over 
the other groups with whom he works, our measures of 
actual influence on decisions in the organizations 
studied indicate that all integrators, except for those in 
the less well-integrated container company, have a 
larger voice in interdepartmental decisions than their 
peers in functional departments. And their influence is 
essential in industries requiring highly specialized and 
well-integrated organizations, where the integrator 
must often initiate activities for managers in other 
departments. 

Personal Competence. There is another important 
factor related to influence that distinguishes the inte- 
grators in effective organizations from those in less 
effective ones. In the more effective, the integrators are 
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influential because of their knowledge and expertise, 
while in less effective organizations they are influential 
only because of the formal authority of their positions. 

In the well-integrated organizations, the functional 
managers described the influence of the integrators 
(although, again, they did not always call them inte- 
grators) in comments such as these: 


He [the integrator] has a powerful job if he can get the 
people to work for him. A good man in that job has 
everybody’s ear.open to him. A good coordinator has to be 
thoroughly oriented to his market or to his process. 
Whichever area he is working in, he has to be able to make 
good value judgments. 


They [the integrators] are the kingpins. They have a 
good feel for our [research] ability, and they know the 
needs of the market. They will work back and forth with 
us and the others. 


They [the integrators] are on the border of research, so 
we work closely together. They are just a step away from 
the customer, so when I make a change in a material, I let 
them know, because they may have a customer who can 

~ use it. The good thing about our situation is that they are 
close enough to sales to know what they are doing and 
close enough to research to know what we are doing. 


These and similar comments indicate that the man- 
agers in effectively integrated organizations view the 
integrators as persons who have knowledge of and 
expertise in solving organizational problems. This 
personal competence appears to be the foundation on 
which their large voice in interdepartmental decisions 
rests. 

Positional Power. In the organizations that were 
having difficulty in achieving integration, the tone of 
the functional managers’ commentaries on the influ- 
ence of the integrators was quite different: 


We [in research] have to go by what they [the 
integrators] say. They have the upper hand. And if we 
can’t get their approval, we have to shut up. 


Nobody wants to pull the wool over his [the integra- 
tor’s| eyes, since he reports to the general manager. That 
would be disastrous . . . I don’t think anybody could be 
in that role and have many friends. You have to be too 
aggressive. 
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He [the integrator] is supposed to know the field, and 
he may think our product isn’t any good. This is fine if 
you have confidence in him, but we have had bad 
experiences with some of them. As the knowledge of 
chemistry grows, his [the integrator’s] knowledge of the 
market must grow. I guess I would appraise the situation 
this way: just because they [the integrators] have had 
twenty years’ experience doesn’t mean they have twenty 
years of knowledge. 


Comments like these suggest that the integrators in 
organizations having integration problems were influ- 
ential only because of the formal authority given to 
them by the top management and because of their 
proximity to top management. Other responses 
stressed that generally the integrators in these compa- 
nies were considered less knowledgeable about in- 
dustry conditions. Moreover, the specialist managers 
frequently volunteered disparaging remarks about the 
integrators’ abilities and knowledge. 

Other Factors. In planning for these integrating 
positions, attention must be given to placing them at 
levels in the organization where the incumbents will 
have ready access to the knowledge and information 
relevant to decisions. In the well-integrated organiza- 
tions we studied, for example, this level was usually at 
the middle of the management hierarchy. Since these 
organizations were in dynamic, rapidly changing in- 
dustries where knowledge was complex and uncertain, 
only those middle managers with specific problem 
experience had been able to master the required 
knowledge. 

If the integrator selected has had prior work experi- 
ence in two or more of the several functional depart- 
ments, the specialist managers will regard him as 
competent because of the knowledge that his experi- 
ence has provided. While persons with these ideal 
qualifications may be extremely scarce, it is important 
to recognize the necessity of finding integrators with 
broad knowledge to fill these crucial positions. One 
common failing of the less well-integrated organiza- 
tions is their tendency to assign young managers 
lacking sufficient experience in all facets of the business 
to these positions. Although this may provide a useful 
learning experience for the young managers, our 
evidence suggests that it really does not lead to 
effective integration. 
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Balanced Orientation 


The second important characteristic of effective inte- 
grators is that their orientations and ways of thinking 
strike a good balance between the extremes of the 
members of the specialized departments whose efforts 
they are integrating. For instance, our study shows 
that: 


e Research scientists think about long-term projects 
and issues and about solutions to scientific and 
technical problems. 


e Production managers and engineers, on the other 
hand, are concerned with shorter term problems, 
especially those that relate to an efficient and timely 
plant operation. 


e Sales personnel are also concerned with shorter term 
issues, but for them the important problems are those 
that deal with the market—that 1s, how to meet sales 
objectives, what to do about competitors’ product 
changes, what characteristics a new product must 
have to meet the needs of customers, and so forth. 


These differences in ways of thinking are, of course, 
part of what makes it difficult for these groups to 
collaborate effectively. 

The fact that the effective integrators have balanced 
orientations means that they share more ways of 
thinking and more behavior patterns with the func- 
tional managers than those managers normally do with 
each other. In a sense, effective integrators speak the 
language of each of the specialist groups, and thus they 
are able to work at resolving interdepartmental con- 
flicts. When integrators do not have balanced orienta- 
tions, their ability to facilitate joint decision making 
between functional managers suffers. For example: 

In several of the organizations studied the integrators 
did not have a balanced time orientation. Typically, 
because they were overly concerned with immediate, 
short-term problems, it was difficult for them to work 
effectively with the more long-term-oriented scientists. 
Several comments from the scientists illustrate this 


difficulty: 


I am no coordinator, but I can see that one of our 
troubles is that the [integrative] people are so tied up in 
day-to-day matters they can’t look to the future. They are 
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still concerned with 1967 materials when they should be 
concerned with 1968 markets. 


We get lots of reports from them [the integrators] and 
we talk to them frequently. The trouble is that all they 
present to us [in research] are the short-term needs. These 
aren’t the long-range things we are interested in. 


They [the integrators] only find out about problems 
when they learn that somebody has quit buying our 
material and is buying somebody else’s, and this keeps you 
on the defense. A lot of our work is catch-up. We would 
like more future-oriented work from them. 


Similarly, there were complaints from the produc- 
tion and research personnel when the integrators were 
so preoccupied with marketing problems that they did 
not seem to understand technical or production issues: 


Our relations with them [the integrators] are good, but 
not as good as with research. They are not as cost- 
conscious as the laboratory men. They are concerned 
with the customer. 


He [the integrator] is under a lot of pressure to work 
with the salesmen on existing products. What he should 
be, and often tries to act like, is a liaison person, but in 
reality he is not. He is too concerned with sales problems. 


Our research also reveals that effective integrators 
tend to use an interpersonal style of behavior that falls 
between the two characteristic behavior orientations of 
specialized departments. At one extreme, sales person- 
nel are most concerned with maintaining sound per- 
sonal relationships with their colleagues in other de- 
partments. At the other extreme, production managers 
(and research scientists to a lesser extent) are primarily 
concerned with getting on with the job, even if this 
causes the disruption of some established relationships. 
Our evidence indicates that, to be effective, an inte- 
grator needs to think and act in ways which evenly 
balance the highly social and the highly task-oriented 
behavior patterns of the units he is attempting to link. 

Our research further reveals that entire integrating 
departments are much more effective when they are 
intermediate in their degree of structure in relation to 
the specialized departments they are linking. To 
analyze the formalization of structure, we examined 
the degree to which formal rules are utilized, the 
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average span of control, the frequency and specificity 
of both departmental and individual performance re- 
views, and the number of levels in the hierarchy. 

We found, for example, that most of the formally 
integrated companies were in an industry where 
specialized departments had to develop distinctly dif- 
ferent organizational practices to perform their respec- 
tive tasks. Thus, at one extreme, the production units 
needed highly formalized organizational practices to 
perform their more routinized tasks. At the other 
extreme, researchers with problem-solving tasks were 
more effective in units that had less formalized struc- 
tures. Between these extremes, the sales personnel 
operated most effectively with intermediate organiza- 
tional practices. 

When the integrators worked within an intermedi- 
ate structure, they developed behavior patterns not too 
unlike those of the different specialists they were 
linking, and thus they were able to work effectively 
with all of them. 

While our data on the need for intermediate orien- 
tations and structures are drawn from a study of 
integrators attempting to link research, sales, and 
production units, the same conclusions would seem to 
hold for integrators linking other functional units. 


Performance Recognition 


The third important characteristic of effective integra- 
tors is the basis on which they see themselves being 
evaluated and rewarded. For example, in organizations 
where the integrators were highly effective, they 
reported that the most important basis for their supe- 
rior’s evaluation was the overall performance of the 
products on which they were working. Where the 
integrators were less effective, the superior’s evaluation 
was more on the basis of their individual performance. 

This indicates that if integrators are to perform 
effectively in coordinating the many facets of complex 
decisions, they need to feel they are being evaluated 
and rewarded for the total results of their efforts. 
When they feel they are judged only on the basis of 
their performance as individuals, they may become so 
concerned with making decisions to please their supe- 
riors or to avoid rocking the boat that they will easily 
overlook what is desirable from the point of view of 
their total product responsibility. 
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Conflict Resolution 


The final characteristic of effective integrators is the 
mode of behavior they utilize to resolve interdepart- 
mental conflict. It seems inevitable that such conflicts 
will arise in any complex organization from time to 
time. So, rather than being concerned with the essen- 
tally impossible goal of preventing conflict, we are 
more interested in finding ways for integrators and 
their colleagues to handle it. Our analysis identifies 
three modes of behavior for resolving conflict. 

Confrontation Technique. The first method, confron- 
tation, involves placing all relevant facts before the 
disputants and then discussing the basis of disagree- 
ment until some alternative is found that provides the 
best solution for the total organization. Confrontation 
often involves extended discussion. Consider this typi- 
cal comment from a manager who utilizes this tech- 
nique: 


Our problems get thrashed out in our committee, at our 
level. We work them over until everybody agrees this is 
the best effort we can make. We may decide to ask for 
more plant, more people, or something else. We all have 
to be realistic and take a modification sometimes, and say 
this is the best we can do. 


Sinoothing Approach. The second technique for 
dealing with conflict, smoothing, emphasizes the main- 
tenance of friendly relations and avoids conflict as a 
danger that could disrupt these relations. Managers 
using this approach are, in effect, indicating anxiety 
about facing the consequences of their conflicting 
points of view. Such action, they feel, might not only 
threaten their continuing friendly relations, but even 
their jobs. So they smooth over their differences, 
perhaps by using superficial banter and kidding, and 
thus sidestep conflict. One manager described this 
method as follows: 


I said what I thought in the meeting, but it didn’t bother 
any body. Perhaps I should have been harsher. I could have 
said, ‘I won’t do it unless you do it my way.’ If I had said 
this, they couldn’t have backed off. I guess I didn’t have the 
guts to push it that far because our relations are wonderful. 
Weare friendly and happy as larks. We kid one another 
and go about our business. I’ve never run into more 
cooperative people. I think they think I am cooperative 
too, but nothing happens. 
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Forcing Method. The final approach, forcing, entails 
the straight-forward use of power in resolving conflict. 
The disputing parties bring to bear whatever power or 
influence they have to achieve a resolution favoring 
their own point of view. This mode of behavior often 
results in a “win-lose” struggle. Unfortunately, it is 
often the objectives of the total organization that suffer 
the greatest loss. One manager described how he and 
his colleagues sometimes force the decisions they 
desire: 


We have lots of meetings that consist of only two 
members of our four-man team. They get together and 
discuss things because they think the other two members 
won't agree. Then, they try to force their decision on the 
others. Well, this obviously isn’t acting as a team. It’s our 
weak spot. 


Our data indicate that there is a close relationship 
between the effectiveness of integration in an organi- 
zation and the reliance of its members on confrontation 
as a way to resolve interdepartmental conflict. 

While confrontation showed up as a common mode 
of resolving conflict in all of the ten organizations we 
studied, the integrators and functional managers in the 
six most effectively integrated organizations did sig- 
nificantly more confronting of conflict than their 
counterparts in the four less well-integrated organiza- 
tions. Similarly, the managers and integrators in the 
two organizations that had achieved a medium degree 
of integration were confronting conflict more often 
than the managers in the least effectively integrated 
organizations. 

There is one other point worth considering: in the 
highly integrated organizations, we also found that the 
functional managers were using more forcing, and/or 
less smoothing, behavior than their counterparts in the 
less effective organizations. This suggests that, while 
confrontation of conflict must be the primary basis for 
resolving interdepartmental issues, it is also important 
to have a backup mode of some forcing behavior to 
ensure that the issue will at least be addressed and 
discussed, and not avoided. 


PERSONALITY TRAITS 


The foregoing findings offer some significant clues 
about the behavior of effective integrators, but they 


leave unanswered one important question: What type 
of person makes an effective integrator? It is important, 
as we suggested earlier, that effective integrators have a 
combination of broad work experience and education. 
But it is also important that they have certain personal- 
ity traits. 


Underlying Motives 


To learn about these predispositions, an exploratory 
study was made of nearly 20 integrators in one 
company, half of whom were highly effective in the 
judgment of their superiors and half of whom were less 
so.? Specifically, we were interested in measuring their 
underlying motives and preferred behavioral styles. 

Affiliation Need. Looking first at underlying mo- 
tives, we find that the only significant difference 
between the highly effective integrators and their less 
effective colleagues is in the need for affiliation. The 
effective integrators are higher in this need than their 
less effective associates—that is, they pay more atten- 
tion to others and to their feelings; they try harder to 
establish friendly relationships in meetings; and they 
take on more assignments that offer opportunities for 
interaction. 

Achievement Need. There is no statistically signifi- 
cant difference between effective and less effective 
integrators, or between effective integrators and func- 
tional managers, in the need for achievement motive. 
However, there is a tendency for effective integrators 
to be slightly lower in this motive than less effective 
integrators. This is worth pointing out, even though 
the difference is not large, because it seems to run 
counter to the findings of several managerial studies, 
which report that managers with a higher need for 
achievement generally tend to be more successful. 
(McClelland, 1961) 

Our exploratory research suggests that to be effec- 
tive, integrators must have achievement needs that are 
near the norm of managers in general, but are not 
especially high. On the one hand, integrators should set 
high personal goals, do well in competitive situations, 
have an entrepreneurial view of work, and seek mana- 
gerial positions of high responsibility. But, on the other 


2. The data were collected and analyzed in collaboration with 
Professor George Litwin of the Harvard Business School. 
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hand, they should not be any higher in their need for 
achievement than the average manager in the organi- 
zation. In fact, if integrators are too high in this motive, 
it may reduce their effectiveness in achieving collab- 
oration and resolving conflict, perhaps because they 
will see interdepartmental conflict as a competitive 
rather than a collaborative challenge. 

Power Need. Both effective and less effective inte- 
grators are very similar in their need for power and are 
also close to the norm of managers in general. While 
we cannot distinguish between the two sets of integra- 
tors on this dimension, we can at least conclude that 
effective integrators should try to influence others by 
persuasive arguments or by taking leadership roles in 
group activities. In addition, they should aspire to 
managerial positions that allow exercise of power, 
influence, and control. 


Preferred Styles 


In addition to measuring the integrators’ motives, their 
preferred behavioral styles were investigated, with 
certain interesting results: 

e Effective integrators prefer to take significantly 
more initiative and leadership; they are aggressive, 
confident, persuasive, and verbally fluent. In con- 
trast, less effective integrators are reuring, inhibited, 
and silent, and they avoid situations that involve 
tension and decisions. 


e Effective integrators seek status to a greater extent; 
they are ambitious, active, forceful, effective in 
communication, and have personal scope and 
breadth of interests. Less effective integrators are 
restricted in outlook and interest, and are uneasy and 
awkward in new or unfamiliar social situations. 


e Effective integrators have significantly more social 
poise; they are more clever, enthusiastic, imagina- 
tive, spontaneous, and talkative. Less effective inte- 
grators are more deliberate, moderate, and patient. 


e Effective integrators prefer more flexible ways of 
acting; they are adventurous, humorous, and asser- 
tive. Less effective integrators are more industrious, 
guarded, methodical, and rigid. 

We should stress one point about these personality 
traits of effective integrators compared with managers 
in general. In other managerial studies, as indicated 


earlier, high need for achievement has been associated 
with success. Furthermore, this drive for achievement 
has led to the behavioral styles of initiative leadership, 
capacity for status, and social poise. But while effective 
integrators prefer these same styles, their underlying 
drive is only a moderately high achievement need 
and—most importantly—a high affiliation need. If 
these motives in turn lead to relatively high initiative, 
capacity for status, social poise, and flexibility, then the 
integrators can be effective in meeting the require- 
ments and demands of their jobs. 

The reader probably has already recognized the 
connection between these personality traits and the 
behavior characteristics described earlier. Since effec- 
tive integrators are predisposed to take the initiative, it 
is not surprising that they have high influence in their 
organizations. Similarly, it is to be expected that these 
individuals who prefer to take the initiative, who have 
special poise, and who are relatively flexible, are 
effective in helping to resolve conflicts. 

This description of the effective integrator’s behav- 
ior and personality perhaps dispels one widespread 
managerial myth—namely, that the word “integrator” 
is somehow associated with a passive, unassertive role, 
rather than with the role of an active “leader.” 


CONCLUSION 


While American industry still needs many types of 
organizations, as the trend continues for more and 
more industries to be characterized by rapid rates of 
technological and market change, more organizations 
will be like the R&D-intensive firms described here. 
These firms will require both high differentiation 
between specialist managers in functional units and 
tight integration among these units. Although dif- 
ferentiation and integration are essentially antagonis- 
tic, effective integrators can help organizations obtain 
both and thus contribute to economic success. This 
article has described the characteristics of effective 
integrators—how they should be rewarded, and where 
they should be placed in the organization. Organiza- 
tions in dynamic industries that want to achieve a 
competitive advantage will have to give careful atten- 
tion to the planning of their integrating jobs and to the 
selection and development of the people who fill them. 


CONCLUDING STATEMENT 


So what can be said about organization structure as a design variable? We began this chapter 
by exploring the essence of the thing; that is, its dimensions. Next we were exposed to two 
specific aspects of structure: differentiation (Galbraith’s functional versus project versus 
matrix forms) and integration (Lawrence and Lorsch’s integrator role). 

Let us use this concluding statement to wrap up the discussion and offer some ideas 
regarding structure and organization design. We begin by examining interrelationships that 
exist among the various structural dimensions. Next we consider four principal ways-that 
these dimensions are combined (integrated). Finally, we offer some guidelines for designing 
a structure, given the constraints under which the organization must operate. 

Before we begin, however, a note of explanation is in order: In a sense, “organization 
structure” could be viewed as an outcome variable, rather than as an independent design 
variable. After all, structure is essentially a social framework, composed of roles and 
relationships that arise out of humans interacting with one another. Still, we prefer to treat 
organization structure as an independent variable: it is something that managers have some 
opportunity to vary. Structural dimensions can—to an extent, at least—be manipulated, 
altered, and fine-tuned. To what extent, of course, is a question of design constraints. We 
will turn to that issue at the end of this chapter. 


DESIGN DIMENSIONS: INTERRELATIONSHIPS 


As we have mentioned, the dimensions identified for structural design are distinct. They are 
not, however, independent of each other. Indeed, we recall that the essence of design is 
compatability —in this case, compatability between the dimensions and other organizational 
constraints and properties, as well as compatability among the dimensions themselves. Let us 
consider some of the more common interrelationships. 

Specialization 


Specialization tends to be related to organization shape (Hall, 1977). This relationship 
depends, of course, on the nature of the organization’s tasks and the manner in which they 


Nonroutine tasks 


High role variety 


Reduced span of control 


; Tall narrow shape 
Figure 10-6. Specialization and organizational shape (a) 
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Routine tasks 


Low role variety 


Increased span of control 


Wide flat shape 
Figure 10-7. Specialization and organizational shape (b) 


are allocated. If nonroutine tasks are divided among professionals, a tall narrow shape tends 
to evolve. If the tasks are routine and assigned to nonprofessionals, the tendency is toward a 
wide flat configuration. 

Communication provides the key to the relationship between shape and specialization. In 
situations requiring high-skill employees—employees who need to use their expert 
judgment— managers attempt to maintain a high degree of personal contact (Blau and Scott, 
1962). Asa result, a high degree of role variety reduces the administrative span of control. 
With a reduced span of control, the organization tends to become tall and narrow, as 
illustrated in Figure 10—6. It is important to note that in this case the narrow span of control 
is the result of a desire to facilitate communication, rather than a direct attempt to control the 
personal behavior of the professional. 

_If organizational tasks are routine, allowing low role variety, managers can supervise a 
greater number of people. Because of the routine and repetitive nature of the technology, 
the manager requires less immediate feedback from the workers. The need for close 
personal contact is thereby reduced. The resulting organization shape is wide and flat 
(shown in Figure 10-7). 


Formalization 


Hage (1965) has developed 21 corollaries from seven major propositions. Five of these 
relationships are concerned with formalization. A high degree of formalization was seen to 
result in: 1. high production, 2. low job satisfaction, and 3. low adaptability to change. High 
task complexity resulted in low formalization. Finally, a high degree of centralization leads 
to formalization. 

Hall (1977) describes three relationships concerning formalization. The first states that 
organizations dealing with routine technologies tend to develop more formalization as their 
size increases. The relationship between size and formalization does not hold with 
nonroutine organizations. Next, power concentration tends to lead to formalization. 

Formalization appears to be most prevalent in routine organizations with a centralized 
power structure. Under these conditions, managers attempt to specify the behavior of their 
subordinates. Consistency and high production are sought with little variation desired or 
allowed. 
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If the organization utilizes a highly complex technology, it must remain flexible and 
adaptable to change. Organizations of this sort tend to employ members with professional 
skills. Since formalization reduces adaptability and professionals desire less defined tasks, 
managers will be less inclined to institute formalization in nonroutine organizations. 


Centralization 


The degree to which decision making is concentrated—organizational centralization—is 
related to the other structural dimensions. In a relatively centralized organization, for 
example, we would expect an emphasis on rules (formalization), thus reducing the real 
discretion that members could exercise. 

This suggestion is supported by Hage and Aiken (1967) in their study of social welfare 
agencies. They found that organizations in which decisions were made by only a few people 
at the top relied on rules and close supervision as a means of ensuring consistent performance 
from workers. These organizations were also characterized by a less professional staff. 
Conversely, therefore, the presence of a well-trained staff is related to a reduced need for 
extensive rules and policies. 

Additional evidence comes from Blau et al. (1966). In their analysis of 254 government 
finance departments, they found that in those organizations with highly formalized 
personnel procedures and rigid conformity to these procedures, there was a decentralization 
of authority. As for the relation between expertise and the degree of decentralization, Blau 
(1968: 453) comments: 


Responsibilities of various kinds tend to be delegated by management to lower levels in agencies 
where the staff has relatively high qualifications. . . . Parallel relationships with expertness, 
though they are somewhat less pronounced, are revealed by other indications of decentralization of 
responsibilities, such as the top executive’s policy to let his decision heads make most decisions, and 
the fact that first-line supervisors, not higher officials, formally evaluate the performance of 
nonsupervisory employees. In sum, managerial authority over decision making appears indeed to 
be more decentralized in organizations with large proportions of trained experts than in others. 


In cases where the work force does not, or is assumed not to have this decision-making 
ability, formalized personnel procedures would probably be associated with a more 
centralized decision-making system with formalization level more consistent throughout all 
phases of the operation. 

Various organizational implications of centralization/decentralization are illustrated in 
‘Table 10—2. Each cell describes a type of organization—a type dictated by the interaction of 
decision location and organizational policies. Reduced to basics, there are several factors that 
combine to determine how centralized an organization should be (Meyer, 1968: 211—28): 


a. Degree to which the task is routinized or nonroutinized. 
b. Difference in expertise between the manager and the subordinate. 
c. Amount of flexibility and rapid response necessary to the organization. 


Based on these factors, we can conclude that there are two different structures available to 
organizations: 


1. control through a centralized authority using a wide span of control, which renders a 
bureaucracy very responsive to the wishes of its leader and very flexible in its operations, 
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TABLE 10—2 CENTRALIZATION AND ORGANIZATION TYPES 


Level for Referring 


Policies, Procedures, and Rules 


Decisions not 
Covered by Policies 


TOP 
Headquarters 
personnel 


BOTTOM 


Few Policies / Broadly 
Defined 


Many Policies / Narrowly 
Defined 


1. Autocracy/highly centralized. Few de- 


cisions are made by lower level person- 
nel, and these are governed by broad 
policies. Most decisions must be re- 
ferred to higher level management. 


. Collegial/highly decentralized. Most 


decisions are made at lower levels with- 
out policy restrictions; other decisions 


2. Bureaucracy /centralized. 


Decisions 
are made by operating personnel within 
the framework of restrictive policies, 
procedures, and rules; problems not 
covered must be referred to higher 
levels for decisions or policy clarifica- 
tion. 


. Bureaucracy / decentralized. Most deci- 


sions are made at lower levels within the 
framework of the policies; personnel 


Operating PESOS! made at lower levels within the frame- 


work of policies. 


have discretion on problems not cov- 
ered by policies. 


SOURCE: Arlyn J. Melcher, Structure and Process of Organizations: A Systems Approach, © 1976. (Englewood Cliffs, New Jersey: 
Prentice-Hall, Inc.), p. 150. Reprinted by permission. 


due to increases in the importance of rules and practices that allow authority to accure to 
top managers; and 


2. control by increasing the importance of rules that remove decisions from the managerial 
hierarchy by increasing the delegation of decisions to lower levels in organization, 
relying on competent specialists to receive policies from above and transmit them to their 
subordinates. 


This discussion leads us to conclude that if an organization performs tasks that can be 
accomplished by subdividing into extremely small units, it will do so and have a low, wide 
structure. Tasks requiring specialists will result in a taller, narrower organization, since 
using specialists to perform routine work would obviously result in higher managerial costs. 


Structural-Design Dimensions: Summary 


The structural dimension of complexity takes two forms: 1. horizontal differentiation 
through an intense division of labor or through the performance of tasks by specialists, and 
2. vertical differentiation through distribution of authority and responsibility to aid 
decision-making processes. In terms of structure, organizations with an intense subdivision 
of labor tend to have less vertical differentiation. Those with horizontal differentiation by 
specialists usually have rather tall hierarchies. These differences are largely attributable to 
the nature of the technology being employed in the organization. 

Two conflicting definitions of specialization were described. The source of this difference 
was suggested to be a failure to distinguish between the two means by which tasks are 
allocated in organizations. A third definition, incorporating “role variety,” was introduced 
as a more satisfactory means of describing specialization. Specialization was seen to be 
related to the nature of organization tasks, the shape of the organization, and the degree of 
professionalization of organization members. 

Formalization/standardization was defined as the degree to which the organization 
specifies the manner in which members behave. This dimension was seen to be related to 
organizational technology, centralization of authority, job satisfaction, productivity, and 
professionalism. 
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We found centralization to be associated with the degree to which members participate in 
decision making. The conclusions by Blau and Meyer suggest that the higher the degree of 
hierarchy, the greater the decentralized control. The characteristics that both Blau and 
Meyer ascribe to tall, narrow, and decentralized organizations are: expertise, written rules 
and regulations, clear ordering of positions, and hierarchy. Characteristics of a short, broad, 
and centralized organization are personal rules, personal evaluations, and low expertise. 

Having discussed one basic element of structure, the division of labor, by describing some 
basic structural dimensions and their interrelationships, we turn now to the second element, 
integration. 


DESIGNING ORGANIZATIONAL INTEGRATION 


There is one unbreakable rule of organizations: labor that is subdivided (differentiated) 
must be integrated if unity of effort is to be achieved. Since achieving unity of effort is the 
raison d’etre of organizations, designing effective integration mechanisms is as important as 
designing structural dimensions. And the more tasks and resources are interdependent, the 
even more important all this becomes. 

Organizations use a variety of integration mechanisms. Traditionally such mechanisms 
have been identified as falling into three categories: hierarchical, administrative processes, and 
voluntary (Latterer, 1973: 459-67). There is, however, a fourth category: structural. 


Hierarchical Coordination 


One of the basic reasons for developing a hierarchy is to afford some coordination of 
subdivided labor. Thus, as we pointed out in Chapter 4, a most basic way to improve the 
chances that the metal-shop and paint-shop activities will ultimately result in the 
accomplishment of common goals is to create a position called “Manager of Manufacturing” 
(Figure 10—8). The essence of this managerial role, as we said, is to integrate the activities 
that have been differentiated into metal-shop and paint-shop tasks. 

Hierarchical relationships are also used to coordinate when things go awry. In this 
chapter’s first article, Galbraith terms this situation integrating by hierarchical referral: 
‘“‘When situations are encountered for which there are no rules or when problems cause the 
goals to be exceeded, these situations are referred upward in the hierarchy for resolution. 
This is the standard management-by-exception principle. This resolves the nonroutine and 
unpredictable events that all organizations encounter.” 


Manager, 
manufacturing 


Figure 10-8. Integrating with the hierarchy 
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Administrative Processes 


As basic as the hierarchy is, organizations also design a variety of administrative processes to 
effect coordination. In essence, administrative processes consist of formal procedures—rules, 
schedules, plans, and so forth—that are designed to coordinate resources and activities 
automatically. Using routing slips, for example, memoranda can be routed from department 
to department, thereby sharing information and plans among units whose work interact. 

Again, as we saw in Galbraith’s article, there are two basic administrative methods for 
accomplishing the integration that organizations require: 1. rules and procedures, and 2. 
planning processes: 


Rules and procedures—One of the ways to constrain behavior to achieve an integrated pattern is 
to specify rules and procedures. If all personnel follow the rules, the resultant behavior is integrated 
without having to maintain ongoing communication. Rules are used for the most predictable and 
repetitive activities. 

Planning processes —For less repetitive activities, organizations do not specify the procedure to be 
used but specify a goal or target to be achieved, and let the individual choose the procedure 
appropriate to the goal. Therefore, processes are undertaken to elaborate schedules and budgets. 
The usefulness of plans and rules is that they reduce the need for ongoing communication among 
specialized subunits. 


Galbraith’s discussion of administrative processes indicates that elements of technology, 
especially in the form of routineness, are important in determining the appropriate design of 
integrating processes. More about this in the next section. 


Voluntary Coordination 


Voluntary coordination comes about as a result of the following: “the group or individual 
sees a need, finds a program, and applies it” (Litterer, 1973: 455). For an individual or group 
to behave in such a manner, of course, they need to have some knowledge of departmental 
goals, as well as the conditions prevailing at the time. This is the sort of knowledge that 
many people do not have. Voluntary activities are therefore difficult to use as a basis of 
organizational coordination. 

Stull, some form of voluntary coordination occurs in most organizations at one time or 
another—it may even be a regular part of organizational life. As Galbraith said in the first 
article, organizations use direct contact as one integrating mechanism: “In order to prevent 
top executives from becoming overloaded with problems, as many problems as possible are 
resolved by the affected managers at low levels by informal contacts. These remove small 
problems from the upward referral process.” 

Organization designers recognize that voluntary coordination depends on and 1s affected 
by at least four factors (Litterer, 1973: 459-65): 


Individual Commitment. In Chapter 6 we saw the importance that commitment to the 
organization can play in determining an individual’s behavior. The more that people 
identify with the organization and its goals, the more likely they are to initiate or participate 
in ad hoc relationships that are formed to get some problem solved or task accomplished. As 
Litterer (1973: 460) puts it, “when people have a strong commitment to an organization, 
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share a concept of organization tasks, and there is an easy flow of information, rapid and 
effective voluntary coordination is possible.” 

Role perception. Obviously an important factor in affecting an individual's participation in 
voluntary coordination is how that person perceives his or her organizational role. An 
individual whose role is self-perceived in a narrow fashion (“I am a mason”) will be less 
likely to engage in voluntary coordination than the person whose role is self-perceived as 
much wider (“I am helping construct a cathedral”). 

Organization practices. Organization designers can formulate a number of organizational 
practices that will affect voluntary coordination. Employee selection and training practices 
are particularly critical. Management development programs, job rotations, regular 
meetings—all such activities can contribute to a climate that encourages voluntary 
coordination. In addition, organizational policies that define and delimit decision-making 
roles affect such coordination. A manager whose decision making is constrained by an upper 
dollar limit, for example, will obviously need to coordinate with other levels and units on a 
decision which exceeds that limit. 

Group behavior. As we know, most people—managers as well as non-managers—are 
members of a variety of organizational groups. The shared values, attitudes, and norms of 
those groups can encourage or discourage voluntary coordination. 


Structural Mechanisms 


Organizations frequently use integrating mechanisms that can best be described as 
structural in character. The hierarchy is a case in point. [n addition to this common approach 
(so common we separated it out for emphasis) are such devices as committees, task forces, 
project groups, single individuals, and liaison departments. We saw in this chapter’s second 
article (Lawrence and Lorsch) that organizations frequently use a combination of these 
cee ” . 

integrators.” Whatever the form such structural units may take, Lawrence and Lorsch 
pointed out that their effectiveness depends on four characteristics: 


1. Integrators need to be seen as contributing to important decisions on the basis of their 
competence and knowledge, rather than on their positional authority. 

2. Integrators must have balanced orientations and behavior patterns. 

3. Integrators need to feel they are being rewarded for their total product responsibility, not 
solely on the basis of their performance as individuals. 

4. Integrators must have a capacity for resolving interdepartmental conflicts and disputes. 
If integration is to be an effective component of organizational design, these require- 
ments must be met. 


Organizational Integration: Summary 


Just as the subdivision of labor is crucial to effective organizational design, so too is 
integration. We have seen that organizations typically employ types of integrating 
strategies: hierarchy, administrative processes, voluntary coordination, and_ structural 
mechanisms. These strategies are summarized in Table 10-3. 

Considering the last category, structural mechanisms, allows us to conclude this 
statement with a review of that form of organization described earlier by Galbraith, the 
matrix design. This design, after all, is a deliberate attempt to accomplish, under certain 
conditions, both structural imperatives, differentiation and integration. 
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TABLE 10-3 INTEGRATING MECHANISMS USED BY ORGANIZATIONS 


Hierarchy Administrative Voluntary Structural 
Processes Coordination Mechanisms 
Employs managerial Rules and procedures; Affected by: Individual roles, 
position, chain of planning processes. individual’s commitment, departments, teams, 
command, authority Such process provides role perception, committees, task 
relationship between for ‘‘automatic’’ organization practices, and forces. Such 
subordinates and boss coordination among group behavior “integrators’’ are 
to coordinate resources organizational elements. effective when they are 
and activities in two or allowed to coordinate 
more subordinate —and are rewarded 
positions. accordingly. 


ORGANIZATION STRUCTURE: THE MATRIX DESIGN 


Galbraith’s article described the basic characteristics of three main forms of organization 
structure—functional, product, and matrix. There is no need to repeat that discussion. 
Another point made in Galbraith’s article does bear repeating, however. The pure matrix 
structure is not the best organizational form for every enterprise. Rather, the most 
appropriate form depends on the circumstances under which the organization is operating. 


Organizational Circumstances: For and Against Matrix 


Matrix structures are designed to facilitate the coordination of resources and activities that 
cannot be effectively coordinated either by purely functional or purely product forms. 
Cireumstances that determine the appropriateness of this coordinating vehicle are three: 


a. Similarity of resources utilized across product lines 
b. The degree of routineness of the production technology 
c. The dynamic nature of the task environment 


We will consider, for the sake of this discussion, that each circumstance can be described 
as a bi-polar dimension: thus we discuss resources as being either similar or diverse, 
technology as routine or nonroutine, and task environment as static or dynamic. These 
dimensions can be pictured, as in Figure 10—9, with each cell representing a unique 
condition, or set of circumstances. The issue then is which cell is appropriate for which of 
the three types of structure (functional, matrix, product)? Let us look at each of these 
combinations in order. 


Cell 1. Organizations falling into the first cell in Figure 10-9 have the following 
characteristics: resources are similar across product lines, their technology is basically 
routine, and the environment is static. This combination seems ideal for a pure functional 
form of organization. Since products use common (similar) resources, the organization can 
enjoy economies of scale in pooling those resources. Thus it can effectively organize by 
functional grouping of activities. The routine technology, especially in light of a relatively 
stable environment, allows management to coordinate across functional lines through 
planning and schedules (Thompson, 1967). 

Cell 2. Organizations in this cell differ from the former in that their technology is 
nonroutine. Sull, resource similarity and a static environment invite the use of a functional 


design. 
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Figure 10-9. Dimensions for functional/matrix/project designs 


Cell 3. In this situation, the organization sull employs a routine technology, and utilizes 
resources that are relatively similar across product lines. However, the introduction of 
dynamic environmental conditions changes the picture somewhat.’ With environmental 
demands or opportunities changing, perhaps unpredictably, a purely functional form of 
organization will be too rigid. Such a design might be hard-pressed to take advantage of new 
product demands, for example. Thus as Galbraith suggested, structural modifications will 
have to be introduced: product task forces, committees, teams—these are all typical 
examples. Such organizations will possess structures that are much closer to a matrix design. 

Cell 4. As an organization’s technology becomes less routine, designers are forced to 
amplify their product emphases. Product groups will become more formalized, even taking 
on departmental identities. Organizations with cell 4 characteristics will start to take on a 
matrix design. 


3. Refer to Chapter 4 for an elaboration of the term dynamic environment. 
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Figure 10-10. Dimensions/design match-ups 


Cells 5 and 6. Even though they employ diverse resources, organizations with these 
characteristics are still faced with a task environment that is unstable. Therefore they cannot 
afford to rigidify their structure into a pure product form. A matrix-type design will still 
prevail—especially to take advantage of new product demands that are important, but 
insufficient to create a formal product department. 

Cells 7 and 8. As we have said, organizations operating under a stable environment will be 
able to take on a fairly stable structure. However, if they are unable to share resources across 
product lines, as in cells 7 and 8, their structure will be designed in a product format. 


Functional / Matrix /Product Designs: Summary 


We have examined three dimensions that are important to designers in deciding what kind 
of structure is most appropriate. These dimensions were identified as the following: 
resources (similar-diverse), technology (routine-nonroutine), and task environment 
(static-dynamic). Figure 10—10 illustrates the dimension/structure match-ups. 


SUMMARY AND CONCLUSION 


This chapter has been concerned with the design variable, organization structure. We 
began the discussion by reviewing two historical trends in its analysis and treatment. First, 
structure became viewed as an independent variable, a property that varies from situation to 
situation. Second, the general trend toward viewing organizations as open systems paved the 
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way to examining structure as an organizational property influenced by environmental and 
technological factors. Next we identified those dimensions that comprise the organization- 
structure design variable: complexity, specialization, formalization/standardization, and 
centralization. 

We then examined a major structural form, the matrix organization. In that discussion 
Galbraith traced the development of a hypothetical organization, as it moved from a 
functional to a matrix structure. This development was seen to result from changes in the 
environment, especially the marketplace. 

In the second article, Lawrence and Lorsch discussed a variety of structural methods for 
accomplishing the integration of diverse activities and resources. These methods go by the 
name integrator. They may reside in an individual’s role or take the form of a complete 
departmental unit. Together, the Galbraith and Lawrence and Lorsch articles explore two 
themes critical to organizational success: differentiation and integration. 

This dual theme is continued in the concluding statement. Here we have examined the 
various ways in which the dimensions are interdependent. Next we presented a brief review 
of integration. We concluded by examining the conditions—resources, technology, and 
environment—that are important to deciding what overall form an organization’s structure 
should take: functional, matrix, or product. Figures 10-9 and 10-10 illustrate this analysis. 


This chapter concludes the discussion of design variables. In this section we have 
examined the question, ‘“‘what is it that designers design?”’ The answer was work design, 
organizational control processes, decision processes, and organization structure. We move 
now to the “so what?” question—that is, what is it that results from organization designing? 
In the next section, Chapters 11 and 12, we examine two design outcomes, organizational 
climate and organizational effectiveness. 


Questions for Review 


1. The Aston group concluded that the structure of an organization can be described using 
certain dimensions. Briefly describe these dimensions. 

2. In contrast to the Aston group, Peter Blau and his Comparative Organization Research 
Program identified other distinct dimensions. What were these? Which of these is 
conceptually similar to one of the Aston group’s? 

3. Galbraith mentions certain factors that influence choice of integrating devices, 
authority structure, information system, and influence distribution. What are these 
factors, and how are they described? 

4. In what ways do Lawrence and Lorsch see the integrative functions emerging 
historically? 

5. Research by Lawrence and Lorsch led them to identify four important characteristics 
about the behavior of effective integrators, as well as the organizational practices that 
contribute to their effectiveness, What are these? 

6. What are the modes of behavior by effective integrators for resolving conflict? How do 
they differ from each other? 

7. What were two of the results obtained from Lawrence and Lorsch’s investigation of 
preferred behavioral styles? 


10. 


Nm 


10. 
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. What are two of the factors that combine to determine how centralized an organization 


should be? 


. What are two basic administrative methods for accomplishing the integration that 


organizations require? 
Briefly review the “cell” design and its application to the three types of structure. 


Questions for Discussion 


. “No organization ever reaches the point at which the action of its members 1s 


completely centralized or completely decentralized. A completely decentralized 
operation would lack all structure of organization or coordination.” How valid an 
assertion do you consider this to be? What are the implications of this assertion? 
Galbraith concludes by commenting that “for most organizations, the matrix design is 
the most effective alternative.” Do you agree with this conclusion, based on his example 
of Standard Products? Would you agree with his conclusion, based on your own 
reading and experience? 


. Lawrence and Lorsch recommend that “if an organization needs integrators at all, it is 


preferable to legitimatize these roles by formal titles and missions rather than to leave 
them in an informal status.”” What is your opinion of this recommendation? Is there a 
need for “informal integrators” in addition to formal ones in order to ensure success? 
Where might informal integrators be more successful than formal? Where might 
formal integrators be more successful than informal? 

The concluding statement to this chapter asserts that “achieving unity of effort is the 
raison d’étre of organizations . . . .” How does this statement compare with other 
raisons détre already mentioned in this text? Do they conflict? In what ways are they 
aligned? Do you agree that this is the main reason for being for an organization? Why? 


. Evaluate the usefulness to an organization of the cell design—dimensions for 


functional / matrix /project designs. On what basis do you make this evaluation? 


. What are the three most useful concepts you have learned from your study of this 


chapter on organizational design? Why did you choose these three? Do they relate to 
each other? 

“Span of control’ is a basic building block of hierarchy.” Evaluate the validity of this 
assertion. What other building blocks are required for the existence of a hierarchy? 
“Each era of management evolves new forms of organization as new problems are 
encountered.” Is this the only reason why new forms of management are evolved? Does 
the evolution of new forms of management parallel the evolution of any other area? 
Galbraith reflects that “when one basis of organization is chosen, the benefits of 
the others are surrendered.” Is this necessarily always true? If it is, then is there any 
way to overcome this? Is there any way to reap all of the benefits? Why? 


CASES FOR DISCUSSION 


CASE: CONTROLLING EMPLOYEE BEHAVIOR 
IN FERNWOOD NURSING HOME 


Ruth Newman, R.N., the charge nurse for the graveyard shift (11:00 P.m. to 7:30 A.M.) at the 
Fernwood Nursing Home facility, is responding to a question about what problems she has 
with employees, and how she handles them. 

‘| don‘t have a great number of problems. | find that most of the people who come to work 
here really want to work. If they’re not willing to work, they probably won’t last through the 
first couple of weeks on the job. The job of aide or orderly in this type of facility is a very 
physically demanding one and is carried out in aesthetically unpleasant conditions. | would 
say that my biggest problems are in the attitudes of the workers toward the patients. No 
matter how tired the aide or orderly is, | cannot allow, and will not tolerate, any display of 
impatience or ill temper toward a patient. 

‘Most of this is taken care of during the initial training period, which is conducted by our 
chief of nursing. While they are learning the basic job skills needed in caring for patients, 
they’re also learning how it feels to be in the patient’s place. They have to use the bedpan, 
have their teeth brushed by someone else, and be fed. We hope that this will give them some 
insight into the patients’ feelings toward having these intimate functions being taken care of 
by a stranger. Hopefully, it may help the aide to be patient when one of her charges spends 
10 minutes to do a less efficient job of teeth cleaning than the aide could have done in one 
minute—or to watch a patient spilling food when the resulting mess could be avoided by the 
aide taking over the feeding task. The whole point is to avoid degrading the patient if it is in 
any way possible to do so. This makes the difference between good nursing care and the 
simple mechanical process of providing for physical requirements of the patients. 

“| try to encourage the aides and orderlies to help each other. Part of this, | think, is 
accomplished by having them take breaks at scheduled times, regardless of what they are 
doing at the time. It gets them away from their patients for a while, and it also keeps them 
from having their breaks with the same people all of the time. | control the break schedule, 
and | arrange it so that different people are taking breaks together each night. This kind of 
helps to ensure that they all Know each other. It gets new people into the group faster and 
helps keep small cliques from forming. | try to encourage some of the informal social 
activities, such as birthday and farewell parties—so long as everyone is included. 

‘| also make each aide responsible for her own section. If she needs help from others, she 
is in charge of their activities while they are in her section. This applies regardless of the 
relative seniority of the people involved and even if | am the one who is helping. Of course, if 
there is a medical problem, | take charge, because | do not delegate any of my responsibility 
in that area. | also assign the sections to the aides on a rotating basis so that everyone works 
on every section. The only exception to this is in the case of the one orderly we have 
assigned to the shift at present. He is the backup man. He helps when needed as a source of 
extra muscle for the aides, fills in when someone is sick and doesn’t come in or leaves early, 
and answers calls while the nurses are making rounds. We didn’t have an orderly on the shift 
for quite some time, and when this young man was assigned, | asked the aides how they 


The information contained herein has been collected for the sole purpose of providing material for 
discussion, not to demonstrate correct or incorrect handling of managerial or organizational situations. 
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thought would be the best way to use him. This is what they wanted, and | went along with it, 
even though he probably does fewer of the dirty jobs than the others. 

‘Most of the disciplinary problems are taken care of by the aides themselves. Sometimes | 
talk to one of the workers when | feel that he or she is not doing their part, but mostly, if | talk 
to them, it’s about their attitude toward the patients.” 


Questions 


1. What type of control does Ms. Newman employ? Refer especially to the discussion in 
Chapter 8. 
2. Design a formal control system that takes advantage of Ms. Newman ’s tactics. 


CASE: PLANT A—A PROBLEM CONCERNING 
ORGANIZATION STRUCTURE 


One portion of a major manufacturing company produces television sets. The vice-president 
of manufacturing hires you, a management consultant specializing in human relationship 
systems, to offer your recommendations on the organization structure of plant A. (Note: not 
all parts of the organization are shown—only those relevant to the case are depicted; see 
Exhibit 1.) 

He tells you that some of the problems include the following: 


e Too much is being spent for supervisory salaries. 


e The foremen are extremely dissatisfied. Their biggest complaints are that it takes too long 
to get decisions made when things have to be referred upstairs— which is often; also that 
there is poor cooperation among departments. Main assembly foremen say that when 
sub-assemblies are not made right or are not coming through on schedule that it takes a 
big meeting involving six or seven people to get things straightened out. The foremen of 
packing and shipping are always having arguments with the main assemblyline foremen 
over such things as the packers not working fast enough to take sets off the line as fast as 
the line workers produce them. 


e Foremen complain that it takes too much time to get a maintenance man when something 
goes wrong on the line. The foreman calls the maintenance department by phone but 
usually the maintenance men are all busy so the foreman has to get his general foreman to 
put some pressure on. Foremen complain that with everybody competing for the 
maintenance men, the guys who are friends of the maintenance foremen get helped first. 


e Foremen complain that they are not allowed to make enough decisions and that they have 
to refer too many to their bosses for answers. They think they can make more themselves. 
Foremen say that they don’t receive enough information from “‘upstairs,’’ and that they 
don’t have much of an idea of what is going on in other parts of the organization. Yet the 
superintendents say that the foremen are not capable of making decisions because they 
do not have enough of the “‘whole picture.” 


Foremen, particularly those in the packing and shipping department complain that they 
are supervised too closely. General foremen say the same thing—that they are constantly 
being checked up on by the superintendents and assistant superintendents. 


We have reason to believe this case was prepared by a Ms. J. R. Abbott. Despite our best efforts to locate 
the author, we were not able to do so. 
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e The personnel manager complains that the line managers don’t seem to pay much 
attention to him and constantly fight the suggestions he makes or the programs he wants 
to get done. He says that his wage rate men get only resistance from the foremen and that 
in disputes—which are many—the manager of manufacturing is always siding with the 
foremen and against him. 


Questions 


1. What would you say is wrong with this organization structure? 

2. What changes would you suggest to improve it? (Obviously one cannot make a complete 
diagnosis and recommendation from the limited information given, but at least several 
needed changes in the structure should be apparent.) 

3. State how each change will improve upon the problems given above. (Remember, you are 
dealing here only with change of structure—not with education or training or getting people 
to pass more information down the line.) 


CASE: A DESIGN PROBLEM AT RIDGEMONT 


The administrator of the Ridgemont Convalescent Center describes her organization as 
being a rather wide, flat structure. There are ten departments and each department head 
reports directly to the administrator. The administrator does the necessary coordinating 
between departments. Exhibit 1 is a copy of the organization chart as extracted from the 
Organization Policies and Procedures Manual. The chart is consistent with the administra- 
tor’s description. 

The actual organization structure is illustrated in Exhibit 2. It is at considerable variance 
with the above view. The administrative assistant functions more as head of all the 
administrative staff services. The relationship between the nursing and dietary departments 
is more of a line-staff type than of co-equal depariments. The volunteer services coordinator 
and the bookkeeper maintain most of their contracts with the other departments— including 
routine business with the administrator—through the administrative assistant. In fact, the 
administrative assistant controls and coordinates all of the administrative functions such as 
personnel, advertising, sales, payroll, collections, and financial record keeping. 

The housekeeper heads a department equal in organizational status to that of the director 
of nursing services (DNS). In fact, however, she receives her day-to-day work assignments 
from the DNS and must get permission from the latter to deviate from these work 
assignments. 

The recreation director is in a similar situation. Any recreation activities, since they involve 
the patients, require the cooperation of the nursing staff. The recreation director found that 
any projects suggested directly to the administrator were votoed by the DNS on the grounds 
that they interfered with proper patient care. The recreation director found that the only 
workable solution was to present the idea to the director of nursing services, allow her to 
make the decision, and then allow her to present the idea to the administrator as required. In 
effect, the only real contact between the recreation director and the administrator is through 
the DNS. 

The physical therapist’s relationship with the DNS is based more on convenience than 
anything else. The therapist prefers to be represented in intraorganizational matters by the 


The information contained herein has been collected for the sole purpose of providing material for discussion, not to 
demonstrate correct or incorrect handling of managerial or organizational situations. 
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Exhibit 2. ‘‘Actual’’ organization of Ridgemont 


nursing director and to rely on the professionally prescribed responsibilities of a registered 
physical therapist and a registered nurse to govern other relationships. 

The director of nursing services actually sees herself as occupying a position immediately 
below the administrator and superior to all the others in the hierarchy of the organization. 
When the administrator is absent, she expects the administrative assistant, who is also 
designated as deputy administrator, to defer to her judgment in all matters. This view by the 
DNS is strongly disputed by the dietary supervisor and the maintenance supervisor. 

The maintenance supervisor refuses to accept from the director of nursing services any 
communication regarding any aspect of his job, which he construes to be in any way 
directive in nature. He insists that all decisions as to what maintenance is to be done, or the 
relative priority of various jobs, are to be made by himself or the administrator only. He 
further insists, in conferences concerning maintenance, that the nursing department’s 
requests do not receive any higher priority than those of any other department. 
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The dietary supervisor and the director of nursing services have a considerable degree of 
personality conflict. The departments are the two largest and involve the greatest 
commitment of resources to operate. Each is completely convinced that hers is the most 
important of all the departments. The nursing department has direct charge of the patients 
and of most of the facility except the kitchen, while the operations of the dietary department 
have the greatest impact on the day-to-day profitability of the overall operation and therefore 
get the greatest amount of attention from the administrator. Both supervisors are very 
strong-willed and each is particularly unwilling to yield anything to the other. 

The one remaining department, the pharmacy, does not really appear to be a part of the 
organization at all. Its operations are more analagous to those of an independent contractor 
than those of an integral part of the organization. The pharmacist and his assistants work ina 
room to which they have sole access and communicate with other departments, primarily 
nursing and bookkeeping, by written communications only. There is practically no 
interpersonal contact with members of the pharmacy by members of any other department. 
Pharmacy-based charges to patients are billed separately on a statement originating in the 
pharmacy. The pharmacist rarely attends staff conferences and appears to independently 
establish the hours of operation and working conditions for the pharmacy personnel. 

The consulting dietician, although not a part of the organization in the formal sense, is 
shown in Exhibit 1 as reporting directly to the administrator. In fact, this relationship does not 
exist. The dietician works directly with the dietary supervisor and normally communicates 
with the administrator, either through the dietary supervisor or jointly with her. 


QUESTION: Why do you suppose the actual organization structure is so different from 
the prescribed (official) one? 


DESIGN TASK: Develop Exhibit 3, an “‘ideal’’ organization structure. Prepare a narrative, 
describing your reasoning. 
CONSTRAINTS: 1. You may not hire or fire anyone. 
2. You may not do something totally facetious, such as assign the 
Director of Nursing Services to a dishwashing task, in the hope she will 
resign. 
3. You may eliminate and/or create new positions or roles. 


SECTION FIVE 


Des OF ( Jutcome: 


INTRODUCTION TO SECTION FIVE 


We said at the beginning of this book that organizations are designed for the purpose of 
accomplishing goals. Is goal accomplishment—more or less successfully—therefore the 
only outcome of organization design? The answer is a ringing yes . . . and no. Yes, if the 
concept ‘‘organizational goal’’ is sufficiently broad; no, if “‘organizational goal”’ is narrowly 
defined. 

In essence, aS we mentioned in Chapter 2, there are two principal organization-design 
outcomes. First, the way in which an organization is designed will produce a working 
climate—a climate that affects the organization’s members, their psychoemotional states, 
and, of course, their behavior. This outcome provides the focus for the first part of this 
section, Chapter 11, ‘Organizational Climate.” 

The second major organization-design outcome is overall organizational effectiveness. 
We shall see in Chapter 12 that even though we regard organizational effectiveness as a 
design outcome, it is an organizational process. As a process, organizational effectiveness 
concerns the means by which resources are transformed into outputs and the side effects of 
that transformation, as well as the end result. As a concept, organizational effectiveness is 
multidimensional. As we saw for other variables, the so-called “bottom line’ of overall 
organizational effectiveness is not a line at all so much as a profile. 


4 
Urganizatione Clirnate 


INTRODUCTORY REMARKS 


Taken as a whole, an organization’s design produces inside the enterprise a situation, or set 
of conditions, that is referred to as the organization’s climate. Some people think of climate 
as reflecting an organization’s “personality.” Thus an organization takes on a character—a 
psycho-social-emotional environment—that affects people’s task and nontask behavior. 

What about organizational climate as a design outcome? The conditions under which the 
organization operates, plus the structural and process characteristics of the organization 
itself, serve to produce a climate, or atmosphere, within which members function. The 
purpose of this chapter is to discuss what we know about this aspect of the organization. 
Specifically, we define the term organizational climate in these introductory remarks. Next 
we describe its dimensions, both in the article by Campbell et al. and in the concluding 
statement. Finally, we examine its relationship to organization design. 


ORGANIZATION 
PURPOSE 


Organizational goals ORGANIZATIONAL DESIGN DESIGN 
VARIABLES OUTCOMES 


Work design 


Organizational control Producing 
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Decision processes 
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Environment 
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ORGANIZATIONAL CLIMATE: WHAT IS IT? 


Traditionally, there are three principal ways of thinking about organizational climate. The 
first treats climate as a set of organizational characteristics that can be described with 
reasonable objectivity. The second views climate as a set of organizational characteristics 
that are real insofar as they are perceived by the organizational membership. And the third 
describes climate in terms of individual, rather than shared, perceptions (James and Jones, 
1974).! Let us examine each of these approaches in order. 


Climate as Objective Organizational Characteristics 


One of the earlier attempts to make sense of the construct was that by Forehand and Gilmer 
(1964). They defined organizational climate as: 


a set of characteristics that describe an organization and that (a.) distinguish the organization from 
other organizations, (b.) are relatively enduring over time, and (c.) influence the behavior of 
people in the organization. [1964: 362] 


The difficulty with this definition is relatively clear: there are several organizational 
characteristics that meet the definition’s criteria (a., b., and c.). Size, basis of departmen- 
talization, primary goals, and reward policies are just a few that come immediately to mind. 
In fact, a recent text on organizational behavior (Hamner and Organ, 1978: 279), describes 
organizational climate as consisting of such properties as “the size, structure, leadership 
patterns, interpersonal relationships, systems complexity, goal direction, and communica- 
tion patterns of the organization.” 

To make sense as a unique construct, climate must be thought of in terms of people. That 
is, organizational climate intuitively connotes a set of characteristics/properties/ attributes 
that have to do with the psycho-social-emotional atmosphere of an organization. Two recent 
definitions of organizational climate capture this important idea: 


Climate describes the characteriste behavioral processes in a social system at one particular point in 
ume. These processes reflect the members’ values, attitudes, and beliefs, which thus have become 
part of the construct. [Payne and Pugh, 1975: 1126—28] 


Organizational climate refers to a set of attributes that can be perceived about an organization 
and/or its units and may be described by the practices, processes, and ways of dealing with 
members of the unit and its environment. [Hellriegel and Slocum, 1976: 351] 


Taken together, these two definitions serve to remind us that the importance of 
organizational climate lies in its perceptual nature. This idea leads us to the second common 
approach to the subject. 


Climate as Perceived Organizational Characteristic 


In this chapter’s article on organizational climate, Campbell et al. offer the following 
definition: 


1. This section is based on James’ and Jones’ (1974) excellent review of the organizational-climate literature. 
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Climate is a set of attributes specific to a particular organization that may be induced from the way 
that organization deals with its members and its environment. For the individual member within 
the organization, climate takes the form of a set of attitudes and expectancies which describe the 
organization in terms of both static characteristics (such as degree of autonomy) and behavior- 
outcome and outcome-outcome contingencies. 


This definition suggests that climate is an organizational characteristic, and at the same time 
one that is important, because it is perceived by the organizational membership. Climate 
thus becomes a concept: 


reflecting the content and strength of the prevalent values, norms, attitudes, behaviors, and feelings 
of the members of a social system which can be operationally measured through the perceptions of 
system members or . . . other objective means. [Payne and Pugh, 1975: 1141] 


The two preceding definitions lead us to conclude that climate is composed of two 
distinct, yet interrelated sets of characteristics: organizational characteristics, such as type of 
communication and task specialization, and psychological characteristics, such as felt attraction 
and satisfaction with performance (Indik, 1965). Thus the climate of an organization can be 
thought of in both “objective” and “perceptual” terms. However, some analysts believe that 
these terms are important because they relate to individuals, not to an indistinct collection of 
people. “What is psychologically important to the individual must be how he perceives his 
work environment, not how others might choose to describe it” (Schneider and Bartlett, 
1970: 510). This idea suggests the third common way of thinking about the concept. 


Climate as Individual Perception 


Several researchers have approached the study of organizational climate by treating it as an 
individually perceived phenomenon.” That is, the working atmosphere of an organization 
has meaning only to an individual, because it is the individual who does or does not 
participate in decisions, is or is not treated with warmth and affection, has or does not have 
autonomy, and so forth. If climate is related to people’s behavior, it is because people 
perceive climate, interpret it, and respond to the stimuli that comprise it. And, say the 
analysts, these are all individual actions. 

The difficulty with such an approach 1s that it is self-contradictory. It is true, of course, 
that it is individuals—rather than groups, for instance—who perceive. Perceptions are 
interpretations of objects, persons, and events. That 1s, perceptions involve the selection and 
decoding of external stimuli, forming an internal representation of the object, person, or 
event. And as we said, it is individuals who select and decode. 

However, in the organizational context, there must be some set of objects, persons, and 
events that are relatively common to members; otherwise there is no “organization.” Thus 
while individuals may differ as to their perception or interpretation, it is those common 
stimuli that make up what we call the organization’s climate. For a particular individual, his 
or her interpretation of the stimuli produce—for that individual—a psychological climate 
(James and Jones, 1974: 1108). And while individual-specific psychological climates are 
important, it is organizational climate that is germane to our study of organization design. 


2. For reviews, see James and Jones (1974) and Payne and Pugh (1975). 


398 Chapter 11 ORGANIZATIONAL CLIMATE 


Therefore, for us organizational climate is a macro concept reflecting: 


.. . the character of the organization as the public, customers, politicians, employees, and 
prospective employees see it. This is the general tenor of the organization; the impressions 1t gives 
to those who come into contact with it. [Connor and Bloomfield, 1977: 104] 


Slightly more specifically, our focus here is on organizational climate as a set of 
organizational characteristics reflected in members’ beliefs, feelings, and behavior with 
respect to themselves and one another. What these characteristics are—and what their 
relationships are to organization design—constitute the focus of the rest of this chapter. 


The Reading 


What makes one organization’s climate different from another’s? Although there is no firm 
agreement among scholars, researchers, and managers, the set of factors described by 
Campbell et al. in this chapter’s article is a good place to start: 


1. Individual autonomy —the freedom of the individual to be his or her own boss, without 
being continually accountable to higher management. 
2. Degree of structure—the degree to which an individual’s supervisor establishes his or her 
objectives and methods of work. 
. Reward orientation—the degree to which a profit or sales orientation is encouraged. 
. Consideration, warmth, and support—the harmony and supportiveness that management 
and workers express toward themselves and each other. 


Pp w 


The authors review a number of attempts to describe organizational climate. They then 
provide a synthesis of those attempts; points 1—4, above, reflect that synthesis. Next, 
Campbell et al. describe and analyze some recent attempts to do research on organizational 
climate. The authors conclude that (a.) consistence in climate is beneficial to organizational 
performance, and (b.) individual differences (as we discussed in Chapter 6) are important in 
determining organizational climate. 


Conclusion 


In essence, this chapter is concerned with climate as an outcome of organizational design. As 
Steers and Porter (1975: 298—99) note, organizational climate results from several forces. 
Past experiences, formal organization properties and relationships, the nature of the tasks 
that organizational members perform, the organizational members themselves (that is, their 
needs, expectations, values, and so forth), and management’s leadership style are several of 
the forces that contribute to an organization’s climate. 

Our discussion of climate focuses on the following questions: 


1. What is meant by organization climate? 


2. How do various design variables contribute to the development of an organization’s 
climate? 


3. What sort of climate is preferable under what conditions, or design constraints? 


ENVIRONMENTAL VARIATION 
AND MANAGERIAL EFFECTIVENESS 


JOHN P. CAMPBELL, MARVIN D. DUNNETTE 
EDWARD E. LAWLER, IIl and KARL E. WEICK, JR. 


SITUATIONAL DETERMINANTS 
OF MANAGERIAL PERFORMANCE 


It is difficult to specify what is meant by a “situational 
variable.” Being realistic about the matter, defining 
such a characteristic as any variable which has rele- 
vance for management performance but which has not 
yet been discussed in this volume would probably be 
more descriptive than any other specification. Beyond 
this, perhaps a few additional points can be made. 
The class of determinants we have in mind includes 
such things as the structural properties of organizations 
(e.g., organization size or number of levels of supervi- 
sion), the psychological “climate” (e.g., pressure for 
production, perceived reward system, individual au- 
tonomy), industry characteristics (e.g., growth in- 
dustry, competitive, tight labor market), and the 
specified role characteristics of the management job 
(e.g., formal power, procedural rules, constraints). 
They are properties not of individuals but of environ- 
ments. Specific individuals will perceive these proper- 
ties differently; however, a significant environmental 
effect must remain if it is to be labeled a situational 
variable. In analysis of variance terms, the total vari- 
ability in behavior must not be explained entrely by 
j. differences between individuals and 2. error. Some 
variability in management performance must be at- 
tributable to differences in the environmental variable, 
to the interaction between the environmental charac- 
teristic and individual differences, or to both. Perhaps 
an analogy to the weather is appropriate. Differences in 
temperature, precipitation, and wind velocity are gen- 
eral characteristics of the environment which exert an 


effect on an individual’s behavior (e.g., he adds antu- 
freeze to the radiator). Significant differences attribut- 
able to weather persist, even though particular individ- 
uals interpret the same conditions differently. For 
example, heavy snow means more indoor activity for 
most people but increased outdoor activity for some, 
and what is a “warm” day for one person may be a 
“comfortable” day for another. Even if there were no 
“average” effects on behavior due to differences in 
weather, it would still be an environmental variable in 
our terminology if there was an interaction effect. For 
example, some people may become less active and some 
more active as the temperature changes, but the 
average activity level of the population stays the same. 
Given the existence of a situational effect, a number 
of methodological and conceptual problems arise. 
These include such things as the fornt of the relation- 
ships, the processes involved, the loci of the situational 
variables, and the means used to measure them. 


Predictors versus Moderators 


It is very easy to speak of situational or environmental 
“determinants” of managerial performance as if the 
linkage of environmental differences to behavior was 
easily understood and the causal nature of the relation- 
ships was known or could be assumed. Obviously, at 
the present time it is more proper to speak of correlates 
than determinants, even though a few experimental 
studies do exist. What is perhaps not so obvious is a 
corresponding ambiguity in the form of the correla- 
tional relationship between a situational variable and a 
measure of performance. 


Adapted from Managerial Behavior, Performance and Effectiveness by Campbell et al. Copyright © 1970 by McGraw-Hill, Inc. Used with 


permission of McGraw-Hill Book Company. 
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Can an environmental variable be used as a predictor 
of behavior or should a direct relationship with perfor- 
mance be ruled out? Would it make better sense to 
conceive of environmental characteristics as a modera- 
tor of the relationship between characteristics of indi- 
viduals and their performance on the job? Another way 
of phrasing the question is to ask whether situational 
variables combine additively or interactively with the 
previously discussed correlates (e.g., individual differ- 
ences) of performance. For example, does an auton- 
omous environment enhance or detract from every- 
one’s performance in similar fashion, and are 
differences in autonomy thereby correlated with per- 
formance, or is there an interactive relationship, with 
particular individual differences correlated with per- 
formance only for certain levels of autonomy? The 
distinction is crucial in terms of how research on 
situational variables should be pursued and the kinds of 
data that should be collected. Further, successful a 
priori specification of the nature and magnitudes of the 
relationships would add considerably to the theoretical 
understanding of environmental characteristics. To 
date, the nature of the linkage between situational 
variables and job behavior has not been very well 
conceptualized. 


How the Environment Influences the Individual 


Forehand and Gilmer (1964) discuss the problem of 
specifying how organizational environment differences 
are translated to differences in behavior. They mention 
three mechanisms: 


1. Definition of stimuli. Environmental characteristics 
such as the structure of an organization, the implicit 
theories held by its management, or the economic 
condition of the industry have considerable influ- 
ence on the relevant stimuli which impinge on an 
individual in his work role. For example, a shrinking 
market may elicit managerial skills associated with 
holding cost down, preventing waste, and increas- 
ing market share rather than those concerned with 
increasing production and developing new prod- 
ucts. 


2. Constraints upon freedom. Certain attributes of the 
situation may actually prevent certain behaviors 


from occurring. The structure of the organization 
may place a number of restraints on management 
communication or the degree of autonomy. Such 
structurally imposed constraints may be either 
deleterious or facilitative, relative to performance 
effectiveness. 


3. Reward and punishment. Besides influencing what 
sorts of stimuli will be perceived and what types of 
responses are permitted, the environment can also 
specify the reinforcement contingencies for various 
managerial behaviors. It seems intuitively obvious 
that the situation should help determine the behav- 
ior-reward contingencies in an organization. For 
example, a manager in a very autonomous organi- 
zation would make much broader decisions without 
consulting his superior than a comparable manager 
in a very nonautonomous organization. The situa- 
tion is one in which a great deal of independent 
action is rewarded. Supposedly, a lack of indepen- 
dent action would be punished in some fashion. 


The situation a manager is in should also affect his 
behavior by arousing various motives. If we consider 
the theory of need achievement, people have a certain 
“amount” of different needs (e.g., 2 Ach, n Aff, n 
Pow) which are relatively permanent characteristics. 
However, for these motives or needs to have a signifi- 
cant effect on behavior, they must be aroused. In this 
formulation scores on need for achievement will not 
predict performance unless the situation arouses this 
need by inducing cognitions of competition with a 
standard of excellence. The essential point is whether 
different situations elicit or arouse different needs. It 
would seem quite likely that this is the case. For 
example, the need for power might be elicited more in 
one organization than in another. 

These effects on behavior must also be considered in 
relation to individual differences. People have different 
needs and see various outcomes as more or less 
desirable, and these differences must be considered. As 
Litwin and Stringer (1966) point out, different indi- 
viduals may expect different rewards and punishments 
for various kinds of behavior. Climate, for example, 
should not act in the same way for all individuals as an 
arouser of needs or motives. . . . 
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DIMENSIONAL ANALYSES 
OF SITUATIONAL VARIABLES 


Perhaps the most frustrating feature of an attempt to 
deal with situational variables in a model of manage- 
ment performance is the enormous complexity of the 
environment itself (Sells, 1963). It makes the defini- 
tion and measurement of situational characteristics 
very difficult, and a fruitful taxonomy of environments 
is the key to unraveling this portion of our model. 
Although it is here that a certain amount of empirical 
work has been done, the surface has barely been 
scratched. 

Researchers concerned with a taxonomy of situa- 
tional characteristics have borrowed heavily from the 
methodology of differential psychology and have made 
considerable use of the factor analytic approach. In so 
doing they have tended to use the term “organizational 
climate” in place of “environment” or “situation.” 


Climate Factors 


One way to get a firmer grasp on the concept of 
organizational climate is to consider some potential 
properties of climate. Forehand and Gilmer (1964) 
feel that climate consists of a set of characteristics that 
describe an organization, distinguish it from other 
organizations, are relatively enduring over time, and 
influence the behavior of the people in it. Georgo- 
poulos (1965) speaks of a normative structure of 
attitudes and behavioral standards which provide a 
basis for interpreting the situation and act as a source of 
pressure for directing activity. Litwin and Stringer 
(1966) add the notion that these properties must be 
perceivable by the people in the organization and that 
an important aspect of climate is the “patterns of 
expectations and incentive values that impinge on and 
are created by a group of people that live and work 
together.” H. H. Meyer (1967) expands on one aspect 
of the Litwin and Stringer definition by suggesting that 
climate arises as the result of the style of management, 
the organization’s policies, and its general operating 
procedures. Gellerman (1959) feels the goals and 
tactics of men whose attitudes “count” are a significant 
determiner of climate. 

From this collection of properties, components, and 
determiners that various authors feel contribute to 


climate, we might define climate as a set of attributes 
specific to a particular organization that may be 
induced from the way that organization deals with its 
members and its environment. For the individual 
member within the organization, climate takes the 
form of a set of attitudes and expectancies which 
describe the organization in terms of both static 
characteristics (such as degree of autonomy) and 
behavior-outcome and outcome-outcome contingen- 
cies. 

When organizational climate is defined in this way, 
it can be seen that many kinds of organizational factors 
are potentially relevant contributors to it. The crucial 
elements are the individual’s perceptions of the relevant 
stimuli, constraints, and reinforcement contingencies 
that govern his job behavior. For this reason, the basic 
data used by a number of investigators to organize a 
taxonomy of “climate” factors are individual percep- 
tions of organizational properties. 

For example, Litwin and Stringer (1966) report a 
questionnaire developed to measure organizational 
members’ perception in six different areas: 


1. Structure. Perception of the extent of organizational 
constraints, rules, regulations and ‘“‘red tape” 

2. Individual responsibility. Feelings of autonomy, of 
“being one’s own boss” 

3. Rewards. Feelings related to being confident of 
adequate and appropriate rewards—pay, praise, 
special dispensations—for doing the job well 

4. Risk and risk taking. Perceptions of the challenge 
and risk in the work situation 

5. Warmth and support. Feelings of general good 
fellowship and helpfulness prevailing the work 
settings 

6. Tolerance and conflict. Degree of confidence that the 
climate can tolerate differing opinions 


These dimensions proved to distinguish various orga- 
nizational subunits and have been incorporated into 
some experimental studies to be reviewed in a later 
section. 

A broader and somewhat more systematic study of 
climate dimensions is described by B. Schneider and 
Bartlett (1968). The research sites were a group of 
sales agencies making up two different insurance 
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companies. An item pool of 299 items describing 
various characteristics of the agencies was administered 
to 143 management personnel, and the responses were 
factor analyzed. Among other things, the respondents 
were asked to indicate what managers did in the 
agencies, what agents did, how people were treated, 
and what kinds of people were in the agencies. Thus, 
the 143 managers were not describing their own 
climate (i.e., the organization above them), but what 
they perceived the climate of the organization below 
them to be. Schneider and Bartlett admit the possible 
biasing effect of having managers describe their own 
agencies. 

Six factors emerged. Their labels and descriptions 
are given below: 


1. Managerial support. Similar to the factor of consid- 
eration found in the Ohio State studies. It refers to 
managers taking an active interest in the progress of 
their agents, backing them up with the home office, 
and maintaining a spirit of friendly cooperation. 


2. Managerial structure. Refers to the manager requir- 
ing agents to adhere to budgets, be knowledgeable 
regarding sales material, and produce new custom- 
ers. It tends to be a “‘sales-or-else” factor. 


3. Concern for new employees. Most of the items are 
typified by a concern for the selection, orientation, 
and training of a new agent. 


4. Intra-agency conflict. Refers to the presence of 
ingroups or outgroups within an agency and the 
undercutting of managerial authority by the agents. 


5. Agent independence. These items describe agents 
who tend to run their own business and do not pay 
much attention to management. 


6. General satisfaction. Refers to the degree to which 
the agency sponsors periodic social get-togethers 
and the agents express satisfaction with various 
management and agency activities. 


The final form of the questionnaire contains 80 
items for the six factors. At a conceptual level 
Schneider and Bartlett view the agency climate factors 
both as possible predictors of later performance and as 
potential moderators of the relationship between selec- 
tion information and performance measures. In the 


predictor instance an individual would be asked to 
respond with his preferences for climate characteristics 
and/or his expectancies, and they could then be 
correlated with later performance. 

The climate factors derived in the above two efforts 
are meant to generalize across the perceptions of all 
individuals in the organization. In contrast, the two 
studies described below were specifically aimed at 
specifying climate dimensions as perceived by manag- 
ers. 

Taguiri (1966) asked a small sample of managers 
participating in a Harvard management course to name 
the things that mattered most to them in their organi- 
zations. From their replies, he developed a standardized 
questionnaire which he administered to a larger sample 
of managers and then factor analyzed their responses. 
Five factors resulted: 


1. Practices related to providing a sense of direction or 
purpose to their jobs—setting of objectives, plan- 
ning, and feedback 

2. Opportunities for exercising individual initiative 

3. Working with a superior who is highly competitive 
and competent 

4. Working with cooperative and pleasant people 

. Being with a profit-minded and sales-oriented com- 

pany 
One phase of a large study on role conflict reported 

by Kahn, Wolfe, Quinn, Snoek, and Rosenthal (1964) 

also bears on the dimensional analysis of climate. 

During the course of the study, 53 “focal” supervisory 

and management positions were selected to represent 

the full spectrum of the managerial hierarchy. Next, an 
average of seven “role senders” (usually superiors and 
subordinated) were chosen for each focal position on 
the basis of the closeness of their interaction. The role 
senders were then asked to respond to 36 questionnaire 
items indicating the degree to which they advocated 
compliance or noncompliance with normative or ex- 
pected role behaviors on the part of the focal individu- 
als. The responses were factor analyzed, and five 
factors seemed to emerge: 1. rules orientation, or the 
degree to which company-oriented rules are followed; 

2. the nurturance of subordinates, or communicating 

and consulting with subordinates, taking an interest in 
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them, and taking responsibility for their training 
morale; 3. closeness of supervision, or supervising the 
work pace and work methods of subordinates; 4. 
universalism, or the degree to which the individual 
should identify with the organization as a whole rather 
than with his particular work group; and 5. promo- 
ton-achievement orientation, or the degree to which 
an individual should try to take advantage of every 
opportunity for promotion, try to make himself look 
good in the eyes of his superiors, and come up with 
original ideas for handling work. 

It is extremely difficult to draw generalizations from 
and integration of the results of these four studies. The 
individual perceptions which make up the data were 
obtained from vastly different orientations, or “sets.” 
Taguiri asked managers to rate the importance, or 
valence, of various organizational characteristics in 
terms of their motivating properties. Kahn et al. asked 
individuals (not necessarily managers) to indicate what 
a particular manager should do relative to a specific set 
of role behaviors. The implication is that respondents 
felt such role characteristics were necessary for the 
sffective operation of the organization. In contrast, the 
schneider and Bartlett items asked managers to de- 
scribe their work groups. 


A Synthesis 


Even though these are very different sets relative to 
what was required of the respondents, a good deal of 
sommunality seemed to result, at least in the outward 
appearance of the factors. All the studies yielded either 
five or six factors, and at least four seem to be common 
across all the investigations. Our composite view of 
hese recurring factors is as follows: 


|. Individual autonomy. This is perhaps the clearest 
composite and includes the individual responsibility, 
agent independence, and rules orientation factors 
found by Litwin and Stringer, Schneider and 
Bartlett, and Kahn et al., respectively, and Taguiri’s 
factor dealing with opportunities for exercising 
individual initiative. The keystone of this dimension 
is the freedom of the individual to be his own boss 
and reserve considerable decision-making power for 
himself. He does not have to be constantly account- 
able to higher management. 
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2. The degree of structure imposed upon the position. 
Litwin and Stringer’s structure; Schneider and 
Bartlett’s managerial structure; Taguini’s first factor 
dealing with direction, objectives, etc.; and Kahn et 
al.’s closeness of supervision seem similar enough to 
be lumped under this label. The principal element is 
the degree to which the objectives of, and methods 
for, the job are established and communicated to the 
individual by superiors. 


3. Reward orientation. Another meaningful grouping 
includes Litwin and Stringer’s reward factor; 
Schneider and Bartlett’s general satisfaction factor, 
which seems to convey reward overtones; Kahn et 
al.'s promotion-achievement orientation, and Ta- 
guiris being with a profit-minded and sales- 
oriented company. These factors do not hang 
together quite as well as the previous two groups 
and seem to vary a great deal in breadth. However, 
the reward element appears to be present in all. 


4. Consideration, warmth, and support. This dimension 
lacks the clarity of the previous three. Managerial 
support from the Schneider and Bartlett study and 
nurturance of subordinates from Kahn et al. seem 
quite similar. Litwin and Stringer’s warmth and 
support also seems to belong here since apparently 
this is a characteristic attributable to supervisory 
practices. Taguiri’s mention of working with a 
superior who is highly competitive and competent 
does not fit quite so easily, but nevertheless seems to 
refer to the support and stimulation received from 
one’s superior. However, the human relations ref- 
erent is not as clear as in the factors derived from the 
other studies. 


SUMMARY 


In this article we have attempted to identify some of the 
conceptual difficulties inherent in investigating situa- 
tional effects, review research dealing with taxonomic 
efforts, and review the empirical evidence on situa- 
tional effects. On a conceptual level there is a polyglot 
of variables that can be subsumed under the rubric the 
“situation.” We grouped these under the following 
four headings:1. structural properties, 2. environmen- 
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tal characteristics, 3. organizational climate, and 
4. formal role characteristics. The relationship of a 
situational variable to managerial performance may be 
conceptualized as an experimental main effect, a pre- 
dictor (in the correlational sense), a moderator, or 
some combination of these. Research studies have 
tended to focus on only one of the three at any one 
time. There are also serious problems regarding the 
“Jevel of explanation” associated with the relationship 
between a situational variable and managerial perfor- 
mance. If the independent variable is a structural 
property such as organization size, the connecting 
chain is certainly much longer than in the case of a 
climate variable which is assessed by means of the 
individual’s perceptions of what the organization is like. 

Most research has centered around dimensions of 
organizational climate. Even though there have been 
relatively few studies and they varied widely in their 
approach, four factors appear common to them. These 
we have labeled 1. autonomy, 2. structure, 3. general 
reward level, and 4. warmth and support. Further 
research should build on these efforts and attempt to 
determine the nature of the factor structure in different 
settings and how it interacts with individual differ- 
ences. Unfortunately, no such beginning taxonomic 
work exists with regard to other types of situational 
variables. 

At the empirical level things have not progressed 
very far, but perhaps a few inferences can be made. 
The simulation studies by Frederiksen (1966, 1968) 
and Litwin and Stringer (1966) strongly suggest a 


number of beneficial effects for organizations which 
maintain a consistent climate. They further suggest 
that if individual differences are not taken into account, 
there is little reason to expect mean differences in 
performance under different climate conditions. One 
thing these studies do not do is suggest how the 
influence of climate differs for different tasks. Studies of 
climate should take a cue from a laboratory experi- 
ment by Roby, Nicol, and F arrell (1963) which 
showed that a decentralized structure was best if the 
task required cooperative effort but that a centralized 
structure was best if individuals (students in this case) 
worked independently toward a common goal. 

Perhaps one of the most important findings to 
emerge from the empirical research is the importance 
of the initial job assigned to an individual. His expecta- 
tions and aspirations regarding his career in an organi- 
zation seem to be very much a function of the skill 
requirements and difficulty level of his first few jobs. It 
should be the aim of every organization to “stretch” its 
personnel by offering them appropriate challenges. If it 
does not, a self-defeating circle could be created, for the 
analyses by Berlew and Hall (1964) suggest that over 
time an individual’s expectations for himself tend to 
approximate those the organization has for him. 

In sum, the “situation” has been shown to encompass 
an exceedingly complex set of variables, especially 
when their dynamic and interactive properties are 
considered. Again, not much research has been forth- 
coming, but there is considerable promise for the 
future. 


CONCLUDING STATEMENT 


Therefore what can we say about organizational climate, particularly with regard to its 
being an outcome of organizational design? We began this chapter by defining it as a macro 
concept that reflects a shared perceptual character of the organization. Next, the article by 
Campbell et al. proposed a set of dimensions that make up the variable, climate. 

The purpose of this concluding statement is to relate climate to organization design. We 
approach this task in two stages. First, we examine some sets of dimensions that may be 
more appropriate than those of Campbell et al. The purpose, incidentally, of that 
examination is twofold: (a.) to emphasize the dimensional character of the construct, 
because it is through climate’s dimensionality that organization design implications become 
clear, and (b.) to look at more than just four or five dimensions.! 

The second purpose of this concluding statement is actually to tie climate, through its 
dimensions, to organization design. We show how different climates get produced by 
different circumstances and different designs. With this second purpose in mind, we now 
turn to the question of which dimensions can logically be thought of as comprising 
organizational climate. 


DIMENSIONS OF ORGANIZATIONAL CLIMATE 


It would be fruitless to attempt to review every attempt made in the past two or three 
decades to specify the properties or attributes that characterize organizational climate. But 
we can report a few of the major ones. The principal attempts are summarized in Table 
11-1. The reason for this exercise is to acquire as clear a grasp as possible on the construct. 
That is, one of the things that happens when people design organizations 1s that the working 
atmosphere is affected. Designers therefore need to understand the nature and character of 
those effects. 


Campbell et al. 


In this chapter’s article, Campbell and his associates summarized several analysts’ attempts 
to describe organizational climate. It would, of course, be wasteful to reproduce those 


TABLE 11-1 THREE ANALYSES OF ORGANIZATIONAL CLIMATE 


Campbell et al. Likert Payne and Pugh 
(1970) (1967) (1975) 
1. Individual autonomy 1. Leadership processes 1. Progressiveness and 
development 
2. Position structure 2. Motivational forces 2. Risk taking 
3. Reward orientation 3. Communication processes 3. Warmth 
4. Consideration-warmth support 4. Character of interaction and 4. Support 
influence 
5. Character of goal setting or 5. Control 
ordering 


6. Character of control processes 


1. Thanks are extended to Nancy M. Muska for her helpful comments on this discussion. 
2. The authors specifically examined the analyses by Litwin and Stringer (1966), Taguiri (1966), and Schneider 
and Bartlett (1968). 
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descriptions. You may either review the article or examine Table 11—1. We do want to 
emphasize, however, the conclusion drawn by the authors—namely, organizational climate 
consistently is described by the following dimensions: 


1. Individual autonomy: the freedom of the individual to be his or her own boss, having 
considerable decision-making power, and not being continually accountable to higher 
management. 

2. Position structure: the degree to which the objectives of, and methods for, the job are 
established and communicated to the individual by higher management. 

3. Reward orientation: the degree of reward/profit/achievement orientation fostered and 
reflected by managerial and nonmanagerial personnel. 

4. Consideration-warmth-support: the degree to which psycho-socio-emotional needs are 
met and nourished by other organizational members, managers and nonmanagers alike. 


Likert 


The work by Rensis Likert is not usually reviewed as part of the traditional climate 
literature. Nonetheless, his attempt to distinguish among four distinct “management 
systems” (1967) is a contribution to our understanding of climate. An organization that can 
be described as having System | characteristics, for example, will clearly have a working 
environment different from an organization with System 4 characteristics. Table 11—2 
summarizes some of these differences. 

As we can see from Table 11-2, the “character” of an organization for Likert is 
determined by several factors, ranging from the style of leadership exercised by 
management to the ways in which cost, productivity, and other control information is used. 
Examination of Likert’s “Management Systems” (and remember that Table 11—2 depicts 
only the two extreme systems) suggests that organizational climates differ as a function of 
such features as general degree of participation in organizational matters and the level of 
trust, mutual esteem, and confidence shared by the membership—managers and nonman- 
agers alike. 


Payne and Pugh 


Writing in Dunnette’s Handbook of Industrial and Organizational Psychology, Roy Payne 
and Derek S. Pugh (1975) examined the relationships between organizational structure and 
climate. The authors recognize the difficulty discussed in the introductory remarks: climate 
is an organizational attribute, but its importance is determined by the way people perceive it. 
Payne and Pugh thus identify two major variables that impinge directly on climate: 
organizational structure and the individual. 


Organizational 


Structure Climate 


Organizational Py 
3a 


For Payne and Pugh, “the Individual” refers to people’s personalities, needs, abilities, 
satisfactions, and goals. The authors suggest that structure is a relatively objective 
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TABLE 11-2 LIKERT'S (1967) ‘MANAGEMENT SYSTEMS” AS ORGANIZATONAL CLIMATES 


Organizational Variable 


1. Leadership processes 


a. Mangers’ trust and 
confidence in subordinate 


b. Subordinates feel 
comfortable discussing 
important aspects of their 
jobs with immediate 
superiors. 


2. Character of motivational forces 


a. Manner of motivational 
forces 


b. Responsibility felt by 
members for achieving 
organizational goals 


3. Character of communication 
process 


a. Direction of information flow 
b. Extent to which downward 


communications are 
accepted by subordinates 


4. Character of interaction and 
influence 
a. Amount and character of 
interaction 


b. Amount of cooperative 
teamwork present 


§. Character of goal setting or 
ordering 

a. Manner in which usually 
done 


6. Character of control processes 


a. Purpose for which control 
data (e.g., accounting, 
productivity, cost, etc.) are 
used 


System 1 


No confidence or trust 


Subordinates do not feel at all 
comfortable 


Fear, threats, punishment and 
occasional rewards 


Top management feels 
responsibility; lower levels feel 

less; rank and file feel little and 
even may behave in ways to defeat 
organizational goals 


Downward 
Viewed with suspicion 


Little interaction, and always with 
fear and mistrust 


None 


Orders issued 


Used by top management for 
policing and in a punitive manner 


System 4 


Complete confidence and trust 


Subordinates feel completely 
comfortable 


Rewards based on compensation 
system developed through 
participation 

Personnel at all levels feel real 
responsibility for organization’s 
goals and behave in ways to 
implement them 


Down, up, and with peers 


Generally accepted, but if not, 
openly and candidly questioned 


Extensive, friendly interaction with 
high degree of confidence and 
trust 


Substantial amount throughout the 
organization 


Except in emergencies, goals are 
usually established by means of 
group participation 


Used for self-guidance and for 
coordinated problem solving and 
guidance, not used punitively 


Source: Abridged and modified from Rensis Likert, The Human Organization (New York: McGraw-Hill Book Company, 1967), pp. 4-10. 


Used by permission. 


organizational property, whereas individual and climate characteristics are more subjective 
(hence the solid- and dotted-line boxes). The following summarizes Payne and Pugh’s 
conception of organizational climate: 


1. Progressiveness and development: the degree to which organizational conditions foster 
people’s development and encourage the growth and application of new ideas and 


methods. 


2. Risk taking: the degree to which people feel free to experiment, innovate, and otherwise 
take risks without fear of ridicule and reprisal. 
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3. Warmth: this dimension reflects the level of positive feelings that organizational members 
express for one another. 

4. Support: the degree to which organizational members show trust and support for each 
other. 

5. Control: the degree to which control of people’s behavior is formalized (“bureaucratic’’), 
as opposed to internal (interpersonal). 


Summary 


So far in this chapter we have seen that the idea of organizational climate is imperfectly 
formed, to say the least. In the first place, not everyone agrees as to the proper way even to 
define the thing, much less describe it. Still, we were able to identify a variety of dimensions 
that comprise what most people seem to mean by the term. The specific dimensions used by 
a particular individual, whether researcher, student, manager, or designer, depend on what 
aspects of the organization—what attributes, what nuances—the individual wishes to tap. 

The question still remains, however: what does all this have to do with organizational 
design? It is to this issue that we now turn. 


CLIMATE AND ORGANIZATION DESIGN 


What kinds of conditions produce what kinds of organizational climates? That is, viewing 
climate as an outcome variable, what sorts of climate characteristics are engendered by an 
organization’s design? Let us address these questions by focusing on the organizational 
properties we have already examined: organizational goals; design constraints of environ- 
ment, technology, and people; design variables of work design, organizational control, 
decision processes, and organization structure. Further, to keep the discussion manageable, 
let us consider those properties in terms of two extremes, closed /stable/mechanistic and 
open/adaptive/organic. Finally, we will describe organizational climate with the dimen- 
sions identified earlier by Campbell et al.: individual autonomy, position structure, reward 
orientation, and consideration-warmth-support. Our examination is brief, since all of these 
properties, characteristics, dimensions, and so forth have already been discussed at some 


length in previous chapters.and sections of this volume. The examination is summarized in 
Table 11-3.3 


Closed /Stable/Mechanistic Designs 


We have seen that organizations can be characterized according to the conditions they face 
and the designs they take on. Specifically, conditions and designs can be thought of as 
varying between stable/mechanistic conditions on the one hand, and dynamic/organic 
conditions on the other (Burns and Stalker, 1961; Lawrence and Lorsch, 1967). For the 
former, organizational goals center around efficiency, stability, and security. In essence, the 
organization’s goal mix tends to be simplex. 

Constraints on organizational designs—environment, technology, and people—are simi- 
larly closed and stable. Environmental conditions are placid, uncertainty is low, and there are 


3 Some of the terminology employed in Table 11-3 is adapted from Kast and Rosenzweig (1973. 315-18) and 
Nemiroff and Ford (1976). 
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TABLE 11-3 ORGANIZATIONAL CLIMATE AS A FUNCTION 
OF ORGANIZATION DESIGN CHARACTERISTICS 


Organizational Properties 


Characteristics of Organization Design 


Closed / Stable / Mechanistic 


Open / Adaptive / Organic 


Organizational goals 


Constraints on design 
Environment 


Technology 


People 


Design variables 
Work 


Organizational control 
Decision process 


Organization structure 


Efficiency, stability, security, risk 
aversion, maintenance: simplex 
goal mix 


Placid, certain, determinate, few 
elements 


Repetitive, routine, standardized, 
programmed, unchanging: simplex 


Low need strengths, bureaucratic 
orientation, ‘‘local,’’ low 
commitment 


Easy, homogeneous, short-run, 
narrow scope, low discretion 
Specific—rules, procedures, 
hierarchy: ‘‘bureaucratic’”’ 
Programmed, computational, 
autocratic: centralized 

Simplex, low role-variety, high 
formalization /standardization, 
centralized 


Effective problem-solving, 
innovation, growth, adaptability, 
risk taking: complex goal mix 


Turbulent, uncertain, 
indeterminate, many elements, 
diverse 

Varied, nonroutine, 
nonstandardized, heuristic, 
changing: complex 

High need strengths, low 
bureaucratic orientation, 
“cosmopolitan,’’ high commitment 


Difficult, varied, long-run, broad 
scope, high discretion 
Generalized—norms, internalized 
values, peers: ‘‘clan” 
Nonprogrammed, judgmental, 
participation 

Complex, high role-variety, low 
formalization /standardization, 
decentralized 


Organizational Climate 


Closed / Stable / Mechanistic 


Open / Adaptive / Organic 


Individual autonomy 

Position structure 

Reward orientation 
Consideration-warmth-support 


Low 
High 
Low 
Low 


High 
Low 
High 
High 


few, relatively similar, elements impinging on the organization. The organization’s 
technology tends to be routine, standardized, relatively unvarying—in short, simplex. People 
who comprise the organizational membership have correspondingly low skills, low 
higher-need strengths, and low commitment (to their repetitive, routine jobs). 

Design variables—work design, organizational control, decision processes, and organiza- 
tion structure—have traditionally bureaucratic /mechanistic properties. Tasks are narrow in 
scope, of short-run duration, and relatively homogeneous in nature. Control processes are 
task- or activity-specific. That is, control is exercised by means of rules, procedures, 
hierarchical relationships, and so forth. Organizational decision making is conducted in an 
autocratic, programmed, computational way. Centralization is a hallmark in this type of 
organization. Finally, such organizations’ structural patterns are simplex, characterized by 
low role variety and high formalization/standardization. 


Organizational Climate 


What kind of organizational climate is fostered by such an organizational situation? It is 
apparent that individual autonomy will tend to be relatively low. Well-understood and 
simplex goals, repetitive, routine technology, centralized, autocratic, and bureaucratic 
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control- and decision-structures—all this works against the individual’s having much 
discretion over his or her activities. 

On the other hand, position structure—the degree to which a position’s objectives and tasks 
are set by higher management—will be relatively high in this sort of organization. Indeed 
the whole idea of a mechanistic form is to minimize deviations from a narrowly prescribed 
standard. 

What about reward orientation? At first glance, it is not obvious that closed/ stable /me- 
chanistic designs will necessarily foster climates that are low on reward orientation. But 
when we think about it, we realize that such organizations tend to emphasize means, rather 
than ends—after all, “ends” are standardized, simplex, and well understood. Thus the rules, 
procedures, schedules, and so forth that guide the production of those ends take on added 
significance. Further, what little empirical evidence there is (for example, Dieterly and 
Schneider, 1974) suggests that the level of reward orientation is lower in an organization 
possessing a closed /stable/mechanistic design. 

The final climate dimension is that labeled consideration-warmth-support. It is apparent 
that such a design as we have been discussing is likely to foster a climate that is low on this 
dimension. A mechanistic, procedure-oriented, autocratic organization will hardly be 
expected to have a working atmosphere in which employees’ psycho-socio-emotional needs 
are met and nourished. 

In short, a closed /stable/ mechanistic organization—the traditional bureaucratic form—is 
suggestive of a machine (March and Simon, 1958). And as we might expect with a machine, 
the working ambience leaves much—by our modern, somewhat humanistic values—to be 
desired. The issue was put tellingly by the 19th century French novelist, Honoré de Balzac 
(in Blau and Meyer, 1971: 100): 


The clerks of departments find themselves sooner or later in the condition of a wheel screwed on to 
a machine; the only variation of their lot is to be more or less oiled. 


Open/ Adaptive /Organic Designs 


As noted earlier, the open/adaptive/organic label signifies a set of conditions and design 
characteristics rather opposite to those described in the preceding section. Organizational 
goals focus on adaptability, innovation, growth, and risk taking; the organization’s goal mix 
tends to be relatively complex. 

Design constraints tend to be characterized by uncertainty and complexity. The 
organization’s environment, for instance, will be turbulent and uncertain, containing a large 
number of dissimilar elements with which the organization must deal. Technology is 
correspondingly complex. It is varied, nonroutine, with relatively little standardization. 
Problem solutions are reached judgmentally, rather than with preprogrammed and rigid 
decision rules. Accordingly, the people in such an organization will tend to have high skill 
levels, be working on higher-order needs, and have a relatively high level of commitment to 
their work. 

The design variables that describe open/adaptive/organic organizations have properties 
rather different from those identified in the preceding section. Tasks are broad in scope, 
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varied in their demands, and afford the worker a measure of discretion. Control processes are, 
accordingly, generalized. That is, organizational control is interpersonal (as opposed to 
impersonal), relying on norms, standards set by peers, internalized values, and the like. 
Similarly, decision processes are fairly participative in nature. The decisions themselves are 
complex, requiring judgment, skill, expertise, and so forth. Since such virtues do not reside 
solely in those who are in top management positions, decision patterns tend to be dispersed, 
reflecting a relatively decentralized format. Finally, as we know, the structure of an organic 
organization is complex and informal, with high role variety. 


Organizational Climate 


As we might expect, this type of organizational design tends to foster a climate rather 
different from that described previously.* It seems hardly necessary to go through the 
argument in the same detail as before: individual autonomy —the opportunity / necessity to 
exercise individual judgment and~discretion—will obviously be higher in this sort of 
organization than in the former. 

It is difficult for top management (or anyone, for that matter) to prescribe goals and tasks 
very precisely when conditions are uncertain or complex. Therefore, position structure will 
be low. An organic-type organization must, of necessity, be less concerned with ill-defined 
means, and more concerned with effective ends. Accordingly, reward orientation tends to be 
relatively high in such organizations (see Dieterly and Schneider, 1974). 

Finally, open/adaptive/organic designs encourage people to develop, grow, and other- 
wise increase their own capabilities. Such encouragement tends to engender a climate that is 
high on consideration-warmth-support. Indeed, this is the prototypic characteristic of 
“self-renewing” organizations (Golembiewski, 1972). 

The metaphor used to describe the closed/stable/mechanistic organization was that of 
the machine. A metaphor for the second type of design is the biological organism —actually, 
a cybernetic-growth organism (Mills, 1967:19-23). The idea is that open/adaptive/or- 
ganic organizations have two critical properties: they seek self-determination and they seek 
growth (although not necessarily growth in a strictly physical or financial sense). 
Cybernetics comes into the metaphor because self-determination and growth require that 
the organization learn—about its goal-accomplishing effectiveness and its own identity and 
form. Such learning requires a climate much different from that described by Balzac. 


SUMMARY AND CONCLUSION 


This chapter has been concerned with an important result, or outcome, of the design 
process: organizational climate. We began the discussion with an article by Campbell et al. 
(“Environmental Variation and Managerial Effectiveness”). The authors reviewed a 
variety of organizational-climate research, both theoretical and empirical. They concluded 
that the construct, organizational climate, 1s “a set of attributes specific to a particular 


4. Note we say the climate is different from—not better than. Different conditions call for different responses. 
Different organizational conditions call for different organizational climates. And as Hellriegel and Slocum (1974: 
277) concluded, “an effective climate in a simple and static environment may prove to be dysfunctional in a 
dynamic and complex environment.” 
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organization that may be induced from the way that organization deals with its members 
and its environment.” 

After examining many attempts to modify the construct, Campbell et al. provided a 
synthesis; namely, that climate is composed of the following dimensions: 


e individual autonomy 

® position structure 

e reward orientation 

¢ consideration-warmth-support 


In this concluding statement we have examined the relationship of organization design to 
organizational climate. Specifically, we reviewed several descriptions of the construct. We 
then asked, “what sorts of designs seem to produce what climate characteristics?” To 
address this question, we first recalled the organizational properties that are relevant to 
organizational design: goals, environment, technology, people, task design, organizational 
control, decision processes, and organization structure. Next, we characterized each of these 
properties in terms of two extreme cases: closed/stable/mechanistic versus open/adap- 
tive/organic. We then described organizational-climate characteristics that can reasonably 
be expected to derive out of the two extreme designs. Table 1 1—3 summarized the various 
properties/characteristics so identified. If we think about it, we can see that the two 
extremes describe those two imaginary organizations we have mentioned several tmes— 
Alpha and Beta. In essence, Alpha is a closed/stable/mechanistic sort of enterprise. Beta is 
more open/adaptive/organic. Design-climate profiles can thus be illustrated for Alpha and 
Beta as in Figure 11-1. 

In essence, a closed/stable/mechanistic design tends to produce a climate that is also 
closed and mechanistic. A design that is open/adaptive/organic, on the other hand, has the 
potential of fostering a climate that is equally open, innovative, and growing—for the 
members as well as the organization. Organizational climate is not, however, the same as 
organizational effectiveness. What impacts do different design characteristics have on 
overall organizational performance? We turn to this question in the following chapter. 


Climate Dimension Low High 


Individual 
autonomy 


Position 
structure 


Reward 
orientation 


Consideration-warmth- 
support 


—---— Alpha (closed/stable/mechanistic) 
Beta (open/adaptive/organic) 


Figure 11-1. Two design-climate profiles 
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Questions for Review 


. What are some of the definitions of organizational climate? By whom are they made? 


How do they differ from each other? 

Forehand and Gilmer mention three mechanisms that relate to how organizational 
environment differences are translated to differences in behavior. What are these three 
mechanisms? Discuss them briefly. 


. Litwin and Stringer developed a questionnaire to measure organizational members’ 


perception in different areas. What were these areas? What were the informal 
descriptions of these areas? 

What are the labels and descriptions given to the six factors that emerged from 
Schneider and Bartlett’s study of climate dimensions? 


. Campbell et al. develop a synthesis of the recurring factors in the studies they mention. 


What are these recurring factors, and what factors do they embrace in other studies? 


. The “character” of an organization is determined, in Likert’s findings, by several 


factors. What are these, and what are their subdivisions? 


. What is Payne and Pugh’s conception of organizational climate? 


Compare the organizational climate in a closed/stable/mechanistic organization with 
that in an open/adaptive/organic organization. 

What are the organizational properties of an open/adaptive/organic organization? 
What are the organizational properties of a closed/stable/mechanistic organization? 


Questions for Discussion 


. “It should be the aim of every organization to ‘stretch’ its personnel by offering them 


appropriate challenges.” Do you agree with this assertion by Campbell et al.? Are there 
some personnel who might not, necessarily, be stretched? What do you consider to be 
an appropriate challenge? 

What did the article by Campbell et al. contribute to your understanding of 
organizational climate? 


. After reading the article by Campbell et al., what particular aspect of organizational 


climate would you be most interested in pursuing on an investigatory /research basis? 
“What is psychologically important to the individual must be how he perceives his 
work environment, not how others might choose to describe it.”” What are the 
implications of this statement made by Schneider and Bartlett? Should organizations 
cater to the individual’s perception of his or her work environment? 


. “In the organizational context, there must be some set of objects, persons, and events 


that are relatively common to members; otherwise there is no ‘organization.’ ” Does this 
statement apply only to organizations? Does it apply at all to organizations? 
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INTRODUCTORY REMARKS 


This chapter is essentially the “punch line” of the book. When all is said and done, the test of 
an organization’s design is whether the organization is effective—that is, whether the 
organization is doing the job (usually jobs) it was set up to do. However, determining an 
organization’s effectiveness is as difficult as it is critical. The bottom line on a profit-and-loss 
statement is probably important to profit-making enterprises. Likewise, such measures as 
price:earnings ratios, dividends paid out to stockholders, and net return on investment are 
also useful in assessing effectiveness. 

But are these the only indexes of effectiveness? And what about not-for-profit 
organizations? Price:earnings ratios make little sense for government agencies (from federal 
bureaucracies to local family-counseling centers), voluntary associations, and “‘third-sector” 


ORGANIZATION 
PURPOSE 


Organizational goals ORGANIZATIONAL DESIGN DESIGN 
VARIABLES OUTCOMES 


Work design 


+ Condition | Organizational control 


rd 


Producing 
— 


Organizational climate 
Decision processes 
Organization structure 


CONSTRAINTS Organizational effectiveness 


Environment 


Technology 
People 
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organizations (Etzioni, 1973). The essential purpose of this chapter is to examine questions 
about what does make sense for them. 

We will conduct this examination in the following stages. First, we will briefly review in 
these introductory remarks two useful, although different ways to get at “effectiveness.” 
Next, we present two important articles on the subject, one by Child, the other by Steers. In 
the concluding statement we summarize various criteria that are used in measuring 
organizational effectiveness. Finally, we relate effectiveness to organizational design. 


ORGANIZATIONAL EFFECTIVENESS: WHAT IS IT? 


One of the reasons the subject of effectiveness is so popular among organization writers and 
practitioners is that most people have some idea as to what it means. Campbell 
(1976:30—31)! puts it this way: 


Strictly speaking, it is not possible for anyone concerned with the effectiveness of organizations to 
avoid using it as a construct or to avoid operating via some kind of theory. Without a theory of 
some sort—even if it has never been made public—it is not possible to say that variable X is a 
measure of organizational effectiveness and variable Y is not. 


What kinds of ideas do people have about effectiveness? That is, how do people decide 
which factors, characteristics, and properties are X variables, and which are ¥? There are 
two general schemes that people use: the goal-centered view and the natural systems view. 


Goal-Centered View 


A view of effectiveness that centers around organizational goals provides a relatively explicit 
means of defining and assessing organizational performance. The idea is this: the 
_ organization is assumed to be managed by people who are rational decision makers. Further, 
decisions are made with respect to a relatively few reasonably well-understood goals. 
Managerial strategies that will foster optimal goal attainment can therefore be developed. As 
a consequence, according to this view, the way to assess organizational effectiveness is to 
identify criteria for evaluating how well the goals are being achieved. 
A goal-centered view of organizational effectiveness is not without its dangers, however 
(Etzioni, 1960b). Indeed, as reasonable as it is to use goals to judge how well an organization 
is doing, there are some problems: 


1. Whose goals should be used? Those of top management? Owners? Middle management? 

2. Which goals should be used? Long range? Short range? Technical? Administrative? 

3. What about public versus private goals? Should public goals be ignored? If so, does that 
mean that they are really meaningless? Are private goals therefore the only ones that 
have meaning? And if so, whose private goals? . . . . which brings us back to the first 
point. 


1. This section follows the discussion in Campbell’s (1976) article. 

2. Gouldner (1959) distinguishes between a rational model and a natural-system model of organizational 
analysis. Etzioni (1960b) refers to these two schemes as a goal model and a systems model. These distinctions are 
essentially similar for our purposes. 
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These questions reflect the multiple nature of goals. As we saw in Chapter 3, some goals 
are set to accommodate the organization’s requirement for long-term survival. Some are set 
to help guide day-to-day actions. Thus different goals reflect different time spans (Gibson et 
al., 1976). In the short run, production-related goals are important. But the organization 
must also pursue adaptivity and developmental goals if it is to survive and prosper. These 
goals are more middle or long run. 

Despite the difficulty of focusing on such a messy concept, organizational goals must, by 
the supposed rational nature of the enterprise, be taken into account in assessing 
organizational effectiveness. Probably the best way to do so is in conjunction with the second 
general approach: the natural-systems view. 


Natural-Systems View 


The natural-systems view rests on the assumption that the essence of organizational 
effectiveness is not contained in a large set of goals that has varying importance (and even 
meanings) to different groups of people. Rather, the ultimate object of decisions and 
activities is the continuing viability of the enterprise. Thus: 


To assess an organization’s effectiveness, one should try to find out if the organization is internally 
consistent within itself, whether its resources are being distributed judiciously over a wide variety 
of coping mechanisms, whether it is using up resources faster than it should, and so forth. 
[Campbell, 1976:31] 


Such an assessment moves the analysis away from goals, per se, and onto the system’s 
functioning as a social unit. Moreover, such an assessment means that an organization is 
effective to the degree that resources and activities are used to fulfill total system viability. In 
other words, such an assessment means that an organization must realize its goals insofar as 
the conditions under which it operates allows it to do so. In developing this approach, Etzioni 
(1960b: 262) said it well: 


A measure of effectiveness establishes the degree to which an organization realizes its goals under a 
given set of conditions. But the central question in the study of effectiveness is not, “(How devoted 
is the organization to its goals?” But rather, “Under the given conditions, how close does the 
organizational allocation of resources approach an optimum distribution?” Optimum is the key 
word: what counts is a balanced distribution of resources among the various organizational needs, 
not maximal satisfaction of any one activity. 


Goals and Systems 


Optimum is indeed the key word. By speaking about an optimum distribution of activities 
and resources, we begin to realize that the key to effectiveness lies in recognizing an 
important organizational reality: an organization is effective to the degree that it accomplishes 
systemic goals. 

Reconciling the two effectiveness schemes discussed above is therefore a straightforward 
matter. Recall from Chapter 3 that organizations pursue a variety of goals. That is, resources 
and activities are utilized in many ways for many purposes. As we saw, however, only a few 
types of activities and resource-utilization patterns occur. We examined seven different sets 
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of types (refer back to Table 3-1 for a description of those seven typologies). Although each 
typology is useful, we recommended that by Edward Gross (1969) as especially germane to 
organization design. Gross discovered that organizations pursue five types of goals. He 
labeled these output, adaptation, management, motivation, and position. 

Now the point of thinking about organizations as pursuing several types of goals is that it 
allows us to recognize that organizations do not give the same relative emphasis to 
accomplishing goals in each of the different categories. That is, organizations differ in the 
degree to which they direct activities and resources toward the pursuit of goals within each 
category. In short, as we discussed in Chapter 3, organizations do not pursue a particular 
goal. Rather they pursue a goal mix. 

The concept of goal mix allows us to reconcile the two effectiveness views. Specifically, 
the organization must produce a good or service that is attractive to consumers and clients. 
Hence, the organization is effective to the degree that it can achieve its output goals. But it 1s 
also obvious that the organization must be concerned with its viability and functioning. 
Hence, it must achieve goals of adaptation, management (“organizational maintenance’’), 
and the like. Such goals call to mind the simple open-systems diagram we have sketched 
before. That is, an organization’s goal mix involves more than just output. It also involves 
goals relating to input and output processes, as well as transformation processes within the 
technical core. 

Thus we realize that the very definition of goal mix suggests a marriage of the 
goal-centered and the natural-systems views: organizations pursue goals with varying 
intensities, depending on the nature of their environmental, technological, and human 
circumstances. In short, an organization is effective to the degree that it achieves its goal mix ona 
continuing basis. | 


COMPONENTS OF ORGANIZATIONAL EFFECTIVENESS 


As we have seen, it is necessary to recognize that organizational effectiveness revolves 
around the achievement of systemic goals—of the organization’s goal mix. It is not enough, 
however, to restrict our focus to five or six goal types. To relate effectiveness to organization 
design, we need to elaborate our description of the construct. 

Several writers have attempted to provide such an elaboration. In fact, a rather large 
number of writers have done so—too many to review here. In this chapter’s second article, 
Steers examines 17 separate studies and their 15 distinct criteria for evaluating organiza- 
tional effectiveness. Child, on the other hand, reviews in the first article some 10 propositions 
that describe for him effective organizations. 

In addition to Child and Steers, three other writers have attempted to synthesize what we 
understand organizational effectiveness to be. These analysts are Richard Beckhard (1969), 
John P. Campbell (1976), and William M. Evan (1976). Let us review their ideas in order. 


Beckhard 


Richard Beckhard (1969) speaks primarily from an organizational-development (OD) 
perspective. For Beckhard, there is reasonable consensus among OD people about the 
nature of organizational effectiveness. Or to put it more actively, Beckhard says there is 
reasonable consensus among OD people as to what a healthy organization 1s. This consensus 
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is described by 10 characteristics that define a healthy—that is, effective—organization. 
These characteristics are the following: 


1. The total organization, the significant subparts, and individuals, manage their work 
against goals and plans for achievement of these goals. 

2. Form follows function (the problem, or task, or project, determines how the human 
resources are organized). 

3. Decisions are made by and near the sources of information regardless of where these 
sources are located on the organization chart. 

4. The reward system is such that managers and supervisors are rewarded (and punished) 
comparably for: 
short-term profit or production performance, 
growth and development of their subordinates, 
creating a viable working group. 

5. Communication laterally and vertically is relatively undistorted. People are generally 
open and confronting. They share all the relevant facts including feelings. 

6. There is a minimum amount of inappropriate win/lose activities between individuals 
and groups. Constant effort exists at all levels to treat conflict and conflict-situations as 
problems subject to problem-solving methods. 

7. There is high “conflict” (clash of ideas) about tasks and projects, and relatively little 
energy spent in clashing over interpersonal difficulties because they have been generally 
worked through. 

8. The organization and its parts see themselves as interacting with each other and with a 
larger environment. The organization is an “open system.” 

9. There is a shared value, and management strategy to support it, of trying to help each 
person (or unit) in the organization maintain his (or its) integrity and uniqueness in an 
interdependent environment. 

10. The organization and its members operate in an “action-research” way. General 
practice is to build in feedback mechanisms so that individuals and groups can learn from 
their own experience. 


Campbell 


Another writer who has attempted to provide an elaboration of the organizational- 
effectiveness construct is John P. Campbell (1976). His contribution stems from having 
examined the empirical literature dealing with measures of effectiveness criteria. His 
conclusion is that there are some 30 distinct criteria that people employ in assessing 
organizational performance. 

Campbell’s list is so illustrative of the subject’s complexities that it is reproduced in full 
here. As Campbell readily admits, the criteria are not completely independent of one 
another; they therefore overlap. Still, organizational effectiveness is a construct that does in 
fact have different meanings to different people; it may therefore be useful to maintain the 
overlaps. The alternative may be to reduce the list to so few variables that only one or two 
concepts about effectiveness are satisfied. 


3. Richard Beckhard, Organization Development: Strategies and Models. Addison-Wesley, Reading, Massachusetts 
1969, pp. 10-11. Used by permission. 
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For example, is job satisfaction the contunuum on which the real payoffs are made, or is it a means to 
an end? In other words, is satisfaction important because it is related to some more distal variable 
that is the organization’s real concern? Which of these are means and which are ends is a value 
judgment on somebody’s part. It is made implicitly or explicitly in organizations every day and 
cannot be avoided. [Campbell, 1976: 36] 


It is not new,.of course, to say that value judgments play a part in specifying what one means 
by organizational effectiveness. Moreover, it is not trivial to say so. In fact, values come into 
the organization-design/organization-effectiveness relationship quite strongly, as we shall 
see in the concluding statement. 


8. 


Synthesized List of Possible Indicators of Organizational Effectiveness 


. Overall Effectiveness: A general evaluation that takes in as many single criteria as 


possible and results in a single judgment about the effectiveness of the organization. It 
has been measured primarily by two methods: archival performance records, either 
single or in some combined form, and overall ratings or judgments obtained from 
persons thought to be knowledgeable about the organization. 


Productivity: Usually defined as the quantity or volume of the major product or 
service that the organization provides and can be measured at three levels: individual, 
group, and total organization. Both archival records and ratings have been used, and in 
at least one case, independent observation of ongoing work was used to obtain a 
measure of production. 


. Efficiency: Usually thought of in terms of a ratio that reflects a comparison of some 


aspect of unit performance to the costs incurred for that performance. There have been 
relatively few attempts to operationalize this concept, and all but one of these is a 
measure taken directly from organization records or a factor derived from such records. 


Profit: “The amount of revenue from sales left after all costs and obligations are met. 
Percent return on investment or percent return on total sales are sometimes used as 
alternative definitions. 

Quality: The quality of the primary service or product provided by the organization 
may take many operational forms, which are largely determined by the kind of product 
or service provided by the organization. They are too numerous to mention here. 
Accidents: or the frequency of on-the-job accidents resulting in lost time. We found 
only two examples of accident rates being used as a measure of organizational 
effectiveness. 

Growth: or an increase in such variables as total manpower, plant capacity, assets, 
sales, profits, market share, and number of innovations. It implies a comparison of an 
organization’s present state with its own past state. Only four studies attempted to use 
measures of growth. 


Absenteeism: or the relative frequency with which people are absent from work. The 


Source: John P. Campbell, “Contributions Research Can Make in Understanding Organizational Effectiveness,” 
Organization and Administrative Sciences, vol. 7 (Spring/Summer 1976):36—38. Used by permission. 
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usual definition stipulates unexcused absences but even within this constraint there are a 
number of alternative definitions. 

Turnover: This is usually some measure of the frequency and amount of voluntary 
terminations and refers to a change in actual personnel within the organization, 
however that change occurs. All but one of the turnover measures we reviewed are 
archival, but even with this constraint there are a surprising number of variations and a 
few studies used directly comparable measures. 


Satisfaction: Satisfaction has been defined many ways but perhaps the modal view 
references satisfaction to the achievement or possession of certain outcomes provided by 
the organization and defines it as an individual’s perception of the degree to which he or 
she has received an equitable amount of the outcome. That is, satisfaction is the degree 
to which individuals perceive they are equitably rewarded by various aspects of their job 
situation and the organization to which they belong. 


Motivation: In our present context this is the strength of the predisposition of an 
individual to engage in goal-directed actions or activity on the job. It is not a feeling of 
relative contentment with various job outcomes as is satisfaction, but more akin to a 
feeling of readiness or willingness to work at accomplishing the job’s goals. As an 
organizational index, it must be “summed” across people. 


Morale: This is an often used variable that is difficult to define or even to understand 
how organizational theorists and researchers are using it. The modal definition seems to 
view morale as a predisposition in organization members to put forth extra effort in 
achieving organizational goals and objectives. It includes feelings of commitment and is 
a group phenomena involving extra effort, goal communality, and feelings of belonging. 
Groups have some degree of morale while individuals have some degree of motivation 
(and satisfaction). By implication, morale is inferred from group phenomena. 


Control: Refers to the degree of, and distribution of management control that exists 
within an organization for influencing and directing the behavior of organization 
members. 


Conflict/Cohesion: A bipolar dimension defined at the cohesion end by an organiza- 
tion in which the members like one another, work well together, communicate fully and 


openly, and coordinate their work efforts. At the other end lies the organization with 
verbal and physical clashes, poor coordination, and ineffective communication. 


Flexibility / Adaptation (Adaptation/Innovation): Refers to the ability of an organi- 
zation to change its standard operating procedures in response to environmental 
changes. Many people have written about this dimension, but relatively few have made 
attempts to measure It. 

Planning and Goal Setting: or the degree to which the organization systematically 
plans its future steps and engages in explicitly goal setting behavior. 

Goal Consensus: Refers to the degree to which all individuals perceive the same goals 
for the organization, which is distinct from actual commitment to those goals. 


Role and Norm Congruence: “The degree to which the members of an organization are 


in agreement on such things as what kinds of supervisory attitudes are best, per- 
formance expectations, morale, role requirements, etc. 
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Managerial Interpersonal Skills: or the level of skill and efficiency with which the 
management deals with superiors, subordinates, and peers and includes the extent to 
which managers give support, facilitate constructive interaction, and generate enthusi- 
asm for meeting goals and achieving excellent performance. It is meant to include such 
things as consideration, employee centeredness, etc. We realize that this variable is 
often used as a “predictor” of other variables. However, within some models of 
organizational effectiveness it has the character of a systemic variable which is indicative 
of an organization’s health. 


Managerial Task Skills: or the overall level of skills the organization’s managers, 
Commanding Officers, or group leaders possess for performing tasks centered on work 
to be done, and not the skills employed when interacting with other organizational 
members. 


Information Management and Communication: Refers to the collection, analysis, and 
distribution of information critical to organizational effectiveness. 


Readiness: The usual definition of this variable is in terms of an overall judgment 
concerning the probability that the organization could successfully perform some 
specified task if asked to do so. Work on measuring this variable has been largely 
confined to military settings. 


Utilization of Environment: The extent to which the organization successfully 
interacts with its environment and acquires scarce, valued resources necessary to its 
effective operation. For example, it includes the degree to which it acquires a steady 
supply of manpower and financial resources. 


Evaluations by External Entities: Such evaluations refer to evaluations of the 
organization or organizational unit by those individuals and organizations in its 
environment with which it interacts. Loyalty to, confidence in, and support given the 
organization by such groups as suppliers, customers, stockholders, enforcement 
agencies, and the general public would fall under this label. 


Stability: Stability refers to the maintenance of structure, function, and resources 
through time, and more particularly through periods of stress. 


Internalization of Organizational Goals: or the acceptance or internalization of 
organizational goals within that organization. It includes their belief that the organiza- 
tion’s goals are right and proper. This 1s not the extent to which goals are clear or agreed 
upon by the organization members (goal clarity and goal consensus, respectively). 
Thus, it refers to the acceptance not the understanding of the organization’s goals. 


Value of Human Resources: A composite criterion, where the components refer to 
measures of individuals. It refers to the total value or total worth of the individual 
members of an organization, in an accounting or balance sheet sense, to the 
organization. It is another way of combining many of the variables discussed so far but it 
deals only with the role of human resources, not other kinds of assets, in organizational 
effectiveness. 


Participation and Shared Influence: or the degree to which individuals in the 
organization participate in making the decisions which directly affect them 
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29. Training and Development Emphasis: or the amount of effort the organization devotes 
to developing its human resources. 


30. Achievement Emphasis: Almost an analog to the individual need for achievement, this 
refers to the degree to which the organization appears to place a high value on achieving 
major new goals. 


Evan 


A third analyst who has examined organizational effectiveness is William M. Evan (1976). 
His analysis is especially pertinent to our interests because he has used an explicitly 
open-systems approach. In fact, his treatment follows our simple input-output diagram 
sketched earlier. Evan identifies four “systemic processes” (1976: 19): 


1. Inputs (1) of various types of resources 

2. Transformations (1) of resources with the aid of social and/or technical mechanisms 
3. Outputs (O) which are transmitted to other systems 

4. Feedback effects (F), whether positive or negative 


We hardly need to elaborate on the first three items. Input, transformation, and output 
processes have already been discussed at length, both in this volume and elsewhere (Katz 
and Kahn, 1966; Thompson, 1967; Kast and Rosenzweig, 1974). Feedback effects, 
however, do require some further mention. 

As we have seen (Chapter 3), organizational systems seek to achieve a set of goals. More 
dynamically, though, organizational systems engage in goal-setting, goal-seeking, and 
goal-changing processes. Increases in deviations from predetermined goals result from 
positive-feedback effects. Decreases in such deviations result from negative-feedback effects. 

For Evan, organizational effectiveness is described by the relationships among the four 
processes listed above (input, transformation, output, and feedback). Conventional 
representations of organizational effectiveness involve the first three processes. Feedback 
effects, on the other hand, are represented by changes. Specifically, feedback is reflected in 
the following ratios: AI/1, AT /T, AO/O, AT/I, AT /O, and AO/TL. In short, organizational 
effectiveness is composed of several systemic interrelationships, reflected in at least nine 
ratios: 
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One attractive feature of Evan’s approach is that the nine organizational-effectiveness 
ratios suggest different operational criteria for assessing organizational performance. 
Business firms, for example, commonly use return on investment as an O/I criterion. 
Colleges and universities might use number of students graduated. Change in working 
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capital, on the other hand, is a conventional AI/I criterion for business firms. Change in 
student enrollment is such a criterion for colleges and universities. Table 12—1 illustrates 
some criteria for each ratio and for six different types of organizations: business 
organizations, administrative agencies, hospitals, courts, prisons, colleges, and universities. 

Table 12—1 suggests another attractive feature of Evan’s approach: an organization’s 
goals (public or otherwise) do not overwhelm the assessment of organizational effectiveness. 
That is, as Evan (1976: 24) says: 


It is possible to develop organizational effectiveness measures for different organizations, as well as 
suborganizations, without directly and explicitly identifying their goal or goals, but indirectly by 
measuring dimensions of inputs, transformations, and outputs. 


Sull, a goal orientation does marry well with Evan’s systems approach. The point, as we 
have emphasized several mes, is that organizations pursue a variety of goals. Evan’s ratios 
provide us with a useful means of identifying that variety: return on investment, inventory 
turnover, volume of sales, change in product quality—these all represent different goals, 
goals that relate to both the output and the continual functioning of the organizational 
system. In short, Evan’s ideas combine the best of both the goal-centered and the 
natural-systems approaches discussed earlier. 


The Readings 


For as important a subject as organizational effectiveness 1s, surprisingly little research has 
been done on it. This chapter contains two articles, however, that reflect the state of 
knowledge about organizational effectiveness. In the first arucle, “What Determines 
Organizational Performance? The Universals versus the It-All-Depends,” John Child 
contrasts two schools of management thought. The first school, says the author, maintains 

_that whatever the situation or circumstances, certain factors universally determine the 
performance of any organization. The opposing school holds that so-called universals are not 
realistic; the effect of any factor on organizational effectiveness varies, depending on the 
organization’s goals, size, technology, markets, and so forth. 

Which school is correct? Child admits that he is not certain but does offer some tentative 
conclusions. In particular, the author advances 10 propositions about the factors that 
determine organizational performance. Half of his propositions refer to universals, the other 
half to contingencies. Child concludes, therefore, that effective organizational performance 
does depend on some factors that remain relatively stable across many situations. It also 
depends on some factors that managers need to design to fit a particular circumstance. 

In the second article, “When is an Organization Effective?,” Richard M. Steers argues 
that effectiveness is not a “thing” —a thing that can be captured in a single data point, ratio, 
or even index. Rather, says Steers, organizational effectiveness must reflect the processes that 
make up an organization’s functioning. 

Steers begins his discussion by noting a variety of problems in assessing organizational 
performance. He identifies eight such problems, characterized by the following questions: 


1. Is there any such thing as organizational effectiveness? 
2. How stable are the assessment criteria? 
3. Which time perspective is most appropriate in assessment? 
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. Are the various assessment criteria related to each other? 

How accurate are the assessment criteria? 

. How widely can the criteria be applied? 

. How do such criteria help us understand organizational dynamics? 
. At what level should effectiveness be assessed? 


aon 


The author then proceeds to describe three examples of inefiective organizations, a) fA 
which leads to his “process model” for analyzing effectiveness. The process model focuses 
on goal optimization, organizations as systems, and human behavior. 


Conclusion 
In summary, this chapter ties together much of the book’s previous materval by addressing 


the following questions: 


1. What is the concept, organizational effectiveness? 

2. What are the dimensions of organizational performance that comprise overall flective- 
ness? 

3. How does effectiveness relate to organization design? 

4. What sorts of effectiveness criteria are relevant for what circumstances or combinations 
of design constraints? 


WHAT DETERMINES ORGANIZATION PERFORMANCE? 
The Universals vs. the It-All-Depends 


JOHN CHILD 


One school of management thought maintains that, 
irrespective of the circumstances, certain factors, at- 
tributes—call them what you will—universally deter- 
mine the performance of any organization. The op- 
posing school (newer, and perhaps for that reason just 
as doctrinaire) argues that universals are not reflections 
of reality, that the effect of any factor on organizational 
performance varies with the objectives, size, markets, 
and other characteristics of the particular organization. 
This is the contingency school. 

Which school is correct? Research, including our 
own investigations, discourages dogmatism, permits 
tentative generalizations, and indicates strongly the 
need for further research. Based on the research to 
date, however, ten propositions are advanced here 
about the factors that determine organizational perfor- 
mance; half of these propositions refer to universal 
attributes, while the other half lend themselves to a 
contingency approach to organizational performance. 

But first, a few caveats that qualify what follows. 

The question of what determines the levels of 
performance achieved by organizations still defies a 
sure answer. The problem is extremely complex 
because, as Jonathan Boswell said in his The Rise and 
Fall of Small Firms, “A vast number of influences on 
performance are at work. Some of these are quantifi- 
able, others aren’t; some are external to the firm, others 
are internal and managerial, and of the latter many are 
subtly interwoven.” 

Both universalistic and contingency perspectives 
assume that it is possible to identify factors that will to 
some degree determine levels of performance. A major 
difficulty, however, lies in the fact that performance is 
not simply a dependent variable. The performance 
levels achieved by an organization constitute a vital 
input of information to its managers that is likely to 
stimulate them to make adjustments in policies and 


modes of operation. These adjustments may be an 
attempt to correct a poor level of performance or to 
accommodate the consequences of good performance, 
such as a growth in scale, and so to sustain the favorable 
trend. In other words, it is unrealistic to regard 
performance only as a variable dependent on other 
factors. 

These introductory remarks contain the elements of 
a simple framework that will be used to bring together 
the more salient research findings on the performance 
of organizations. This framework is sketched out in 
Figure 12—1 in terminology that applies particularly to 
business organizations. Briefly, the strategy and plans 
that are formulated are regarded as major determinants 
of an organization’s activities, and hence a critical 
influence on its eventual performance. Strategic deci- 
sions are responses to pressures imposed on managers 
by the various participants within the organization and 
its environment, with managers’ own stakes in owner- 
ship being a strongly influencing factor. The design of 
organization structure in the light of situational con- 
tingencies is included as a potential determinant of how 
effectively the tasks of the organization are carried out. 
The quality of management is regarded as a pervasive 
element that can affect all aspects of organizational 
behavior. 

The managerial, strategic, and organizational factors 
that have emerged as correlates of performance will 
now be discussed separately, with research findings 
organized around the ten major propositions men- 
uoned earlier. 


MANAGERIAL CORRELATES 
OF PERFORMANCE 


“The good manager” is the keynote of one of the most 
popular universalistic theories about performance. This 


Excerpted, by permission of the publisher, from Organizational Dynamics, Summer 1974, ©1974 by AMACOM, a division of American 
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Figure 12-1. 


theory holds that the successful leadership of any 
organization will depend on the presence of certain 
qualities of character, drive, competence, and dedica- 
tion among its managers. Thus, a British survey carried 
out in the early 1960s concluded that “thrusting” 
managerial attitudes “‘are considerably more likely to 
lead to high and profitable growth than are the sleepy 
attitudes and practices with which they are con- 
trasted.” 

Youth, technical qualification, and a stake in the 
ownership of the organization are among the factors 
often thought of as promoting more effective manage- 
ment. For example, in recruiting, the relative merits of 
youth, with its supposed adaptability and energy, as 
against the experience of more mature applicants, have 
often occasioned debate. What are the facts? 


Proposition 1: Organizations run by younger teams of top 
managers will tend to achieve higher levels of perfor- 
mance. 


The journal Management Today found in its 1973 


(determined in the case of 

firms by a market evaluation 
of activities in conjunction 
with their economy of 
production) 


Performance in the context of organizational behavior 


survey of the boards of the 200 largest British compa- 
nies that those having the oldest boards showed lower 
profitability and growth than companies with the 
youngest directors. As the journal put it, there was no 
refutation here of “the common-sense view that com- 
panies dominated by conservatively reared older men 
are less likely to produce dynamic performance.” 
Our research at the Aston Management Centre did 
not find that the age of senior managers correlated 
systematically with company profits, but it did relate to 
growth in sales, income, and assets measured over a 
five-year period. In each one of six industries sampled, 
younger managements typically achieved higher rates 
of company growth. At their best, the “young Turks” 
achieved quite outstanding growth performances. Al- 
though there was a lot of variation in the levels attained, 
the least successful young teams did no worse than the 
least successful older managements. T'wo economists, 
Peter Hart and John Mellors, have also independently 
looked at the age of company chairmen and the growth 
of net assets in four British industries and reached the 
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same conclusion: The growth of companies controlled 
by older men tends to be slower, although less volatile. 

So a fairly general link seems to exist between 
youthful management and more rapid growth. But 
how should we interpret this observation? After all, it 
may signify little more than that faster-growing com- 
panies recruit and promote younger people more 
rapidly into senior vacancies. Is youth among managers 
just a consequence of growth already achieved? 

Favoring this argument is the fact that managers in 
faster-growing companies tended to have had shorter 
periods of service with the company and to have 
reached their present posts via fewer intermediate 
positions. On the other hand, they had not on the 
whole been in their present jobs for any less time than 
had managers in slow-growing companies. 

The personal qualities that we found to characterize 
younger managers support the view that age is, indeed, 
an operative influence. Younger managers were more 
likely to press actively for change and innovation 
within their companies. They questioned prevailing 
systems of formal rules and authority more keenly. 
They also had greater confidence in their own abilities 
to succeed in the high positions they held than did older 
managers. The confident attitudes and behavior found 
among younger managers are just the kind likely to 
promote a striving for innovation and rapid growth. 

I have devoted some space to the question of 
youthful management because it may be an influence 
on performance that applies in most types of organiza- 
tion and upon which managers can act. Research 
findings to date point to the need for career systems 
that allow young people of proven ability and appro- 
priate experience to advance rapidly to senior positions. 


The other side of this coin is the justification of the. 


practice found in some American corporations where, 
after the age of 50 or so, senior executives may be 
transferred into less demanding positions. 

In British industry, the rapid promotion of able men 
and women who are still in their prime is slowly 
becoming more usual, but a planned transfer of older 
people to less responsible positions, as opposed to more 
brutal methods like dismissal or compulsory early 
retirement, is not. This always tends to be resisted by 
the older executives who hold power in company 
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managements, and it is important for transfers of this 
kind not to entail a loss of remuneration and privilege. 
The question remains, nevertheless, whether holding 
down top management positions is to be primarily a 
reward of age and long service or a recognition of who 
is best able to meet the requirements of the job—quite 
possibly a relatively young man. 


Proposition 2: Organizations run by formally better- 
qualified teams of top managers will tend to achieve 
higher levels of performance. 


The reasoning behind this proposition is the 
straightforward notion that the possession of formal 
qualifications is likely to indicate that managers have a 
certain level of attested expertise and ability. This 
potential influence on levels of performance cannot, of 
course, be entirely separated from the age factor, since 
younger managers tend more often to possess these 
formal qualifications than do older managers. 

Some evidence emerges from British studies that the 
financial success of companies is generally greater 
when a relatively high proportion of their directors 
have formal professional qualifications. D. P. Barritt 
found this to be the case after studying the profits of 
larger British companies in the 1950s. More recently, 
in the mid-1960s, a study by Roger Betts of 23 
companies, chiefly in construction and plastics, found 
that those achieving a higher rate of growth in profits 
had a greater average number of formal qualifications 
held per director. In both industries, the successful 
companies had a significantly high proportion of direc- 
tors concerned with research and development and (it 
appeared) possessing scientific qualifications. 

There is some support, then, for the proposition that 
formally qualified management teams will achieve 
superior performance. And the balance within top 
executive or directorial teams of types of qualifications 
may also relate to success. For example, in the study by 
Betts just cited, there was evidence that poor-perform- 
ing companies had a heavy weighting of men with 
production and engineering backgrounds. Another 
study of 93 major British companies achieving the 
highest and lowest rates of return on capital during the 
period 1966—72 found that the high performers had 
more directors with accounting qualifications, while 
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the low performers had more directors with engineer- 
ing qualifications. This proportionate relationship of 
directors’ qualifications appeared to be more closely 
associated with organizational performance than the 
total number of qualifications within the board. 


Proposition 3: Organizations run by managers with a 
substantial personal stake in their ownership will tend to 
achieve higher levels of performance. 


A number of studies have been made in the United 
States and Britain of the relation between the control of 
companies and their levels of performance. Overall, the 
results suggest that companies with a concentration of 
ownership control (rather than dispersed ownership) 
tend to have higher rates of profit and higher rates of 
growth, but differences in levels of performance have 
often not been significant, and the measures of owner- 
ship influence have been formalistic and indirect. 

In our studies, we have found that where there was a 
greater concentration of ownership control, chief ex- 
ecutives attached particularly great importance to 
maximizing profits and growth: There were, however, 
no significant links between the ownership control 
factor and rates of profit actually achieved, and the only 
significant link with growth was found in the tendency 
for owner-controlled companies to have a more rapid 
growth in net assets over a five-year period. 

Rather fewer studies have looked at managers’ 
stockholdings in relation to company performance, but 
the results that emerge are more clear-cut, indicating 
that when managers have greater personal stake in 
ownership, the performance of companies tends to be 
superior. For example, a study by Steve Nyman of the 
100 largest British commercial and industrial compa- 
nies found that higher levels of stockholding by 
directors were significantly associated with higher rates 
of growth. A larger stake in ownership was also 
associated with the achievement of higher rates of 
profit, although this result was only just statistically 
significant. Given higher growth and higher profit- 
ability, it is not surprising that a greater stake in 
ownership was also associated with a higher stock 
market rating and a higher price-earnings ratio. 

In short, there is a clear tendency for the company in 
which control is linked with a stake in ownership to be 


a superior performer. The motivational implications of 
this relationship for all types of organizations are 
significant, since they suggest that whenever managers 
have a direct personal stake in the success of an 
undertaking, its performance will be enhanced. There 
is also a suggestion here that the objectives held by 
managers may influence the performance of their 
organizations, which leads us to a consideration of 
strategic factors. 


Proposition 4: The performance standards set by an 
organization’s management will be influenced by the 
norms of performance among other organizations of a 
similar type. 


Strategy deals with the objectives established for an 
organization and the effort to attain them. For example, 
if we establish the objective of sustaining a given annual 
rate of growth, this may mean diversification into a 
faster-growing industry in order to achieve the objec- 
tive. There is ample evidence that normal rates of 
profit and growth vary among industries and that these 
variations can have an important influence on the 
performance of firms, especially smaller ones whose 
activities are usually confined to a single industry. In 
addition to reflecting certain shared economic circum- 
stances having to do with size of markets, growth of 
overall demand, structure of the industry, and so forth, 
the differentiation of company performance levels by 
industry also reflects the presence of shared standards 
by which many firms are content to judge themselves. 
This phenomenon—of managements’ assessing per- 
formance against localized, rather than general, stan- 
dards—is likely to be even more widespread outside the 
business sphere, where mechanisms to enforce univer- 
sal economic standards such as stock market ratings are 
absent. It is this consideration that underlies the 
proposition made above. 


Proposition 5: The less dispersed top-management objec- 
tives are and the more agreement there is among senior 
managers as to which objectives have priority, the more 
successful the organization will be in attaining them. 


Chief executives in our study of British firms were 
asked to rate the importance to their companies of ten 
possible objectives, scoring each of them separately 
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along five-point scales. Nearly all of the respondents 
gave very high priority to maximizing net profit over 
the long term (five years) and to achieving a high rate 
of growth. Because of this strong measure of agree- 
ment, the rating of these objectives did not discriminate 
between successful companies and others. 

The evaluation of certain other objectives did dif- 
ferentiate. In the more profitable companies, with 
above-average rates of return for their industries on 
sales and on net assets, chief executives attached lower 
importance to a high level of distributed dividends, but 
greater importance to a high level of rewards and 
benefits for employees. In more profitable firms they 
also showed less concern for the company’s prestige. In 
the faster-growing companies, chief executives at- 
tached low importance to maximizing short-term 
profits over a 12-month period, to paying out a high 
level of dividends, and to “service to the wider 
community.” 

A comparison of three sugar confectionary compa- 
nies with contrasting performance profiles illustrates 
these points in greater detail. Company X was a poor 
performer by any criterion. Company Y had an 
outstanding growth record and had maintained an 
average level of profitability. Company Z was highly 
profitable and had achieved an average level of growth. 
As Table 12—2 shows, the chief executive of all three 
companies attached considerable importance to major 


objectives such as maximizing long-term profitability, 
growth, and market share. In Company X, however, 
the chief executive hardly discriminated in his assess- 
ment among these objectives and others in the list we 
gave him. In the two better-performing companies, less 
importance was attached to objectives like prestige, a 
high dividend payout, and service to the community. In 
growth-Company Y, innovation was given a high 
rating. In Company Z, which was securing high 
margins on high-quality traditional lines, less emphasis 
was given to growth and market share than in Com- 
pany Y, and somewhat more stress was placed on 
maximizing profits in the short term. 

Findings like these, even though they concern chief 
executives’ views alone, suggest that the mix of stra- 
tegic objectives selected for a business may influence its 
performance. In the sample as a whole, the companies 
achieving greater commercial success were those 
whose top managements were more singleminded in 
pursuing longer-term profit and growth objectives. 
Chief executives in these companies also paid consid- 
erable attention to the building up of internal strengths, 
such as providing favorable conditions for employees 
and retaining surpluses within the business to finance 
further profitable expansion. 

In companies where chief executives attach more 
importance to external points of reference, such as 
prestige, serving the community, and paying higher 


TABLE 12—2 RATING OF OBJECTIVES IN THREE CONFECTIONERY COMPANIES* 


Objective Ratings of Importance** 

To maximize: Company X Company Y Company Z 
1. Net profit over five years 5 5 5 
2. Rate of growth 5 5 4 
3. Market share 4 5 4 
4. Employee rewards 4 3) 5 
5. Net profit over one year 5 3 4 
6. Prestige 5 3 2 
7, Innovation 4 5 2 
8. Assets and reserves 4 4 1 
9. Dividends distributed 4 2 1 

10. Service to the wider community 4 1 1 


“Company X was a small family firm with low profitability and low growth, old product and old technology. Company Y was an 
American-owned firm of small to medium size, with average profitability and rapid growth, some new products and advanced technology. 
Company Z was a medium-size subsidiary, with high profitability and average growth, traditional high-quality products, enjoying high 


margins on low-cost technology. 
**5—Extremely important 
**4—Very important 
**3—Moderately important 
**2—Not very important 
**41—Not at all important 
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dividends, financial performance tends to be poorer. 
Whether this association between a lower concern for 
external interests and superior performance can con- 
tinue through the 1970s, with the present growing 
insistence on company social responsibility, remains to 
be seen. On the whole, though, the message of these 
findings seems clear: If you want to manage a success- 
ful business, concentrate on a few key objectives and 
avoid distractions. This also implies, of course, that 
careful thought should be given to the selection of key 
objectives in the first place. 


ORGANIZATION STRUCTURE 
AND PERFORMANCE 


Managerial attributes and the quality of strategy 
appear to have some relation to levels of performance in 
most organizations, even though the organizations 
differ in their environment, diversity, size, technology, 
and personnel. When we turn to a third possible 
influence on performance, the design of organization 
structure, we find most authorities taking the view that 
the type of situation is vital. This is the contingency 
approach mentioned earlier, which states that the 
design of organization most appropriate for high per- 
formance can be formulated only with contingent 
circumstances in mind. According to this theory, there 
are no general principles of organization. 

The argument goes as follows: Contingent factors 
such as the type of environment or the size of the 
organization have some direct influence on levels of 
success. [here may, for example, be economies of scale 
open to the larger organization. Certain environments, 
such as particular industries, may be more beneficent 
and provide greater opportunity. Second, it is assumed 
that a set of structured administrative arrangements 
consciously adapted to the tasks that are to be done, to 
the expectations and needs of people performing the 
tasks, to the scale of the total operation, to its overall 
complexity, and to the pressures of change being 
encountered will themselves act to promote a higher 
level of effectiveness than will a structure ill-suited to 
these contingencies. Organization structure is seen in 
this way to modify the effects of contingencies upon 
performance. Last, the all-pervasive quality of man- 
agement affects both strategic decisions as to the type 


of conditions under which the organization will seek to 
operate and the design of its internal structure. 

Environment. According to contingency theory, 
different approaches to organizational design are con- 
ducive to high performance, depending on whether or 
not the environment in which the organization is 
operating is variable and complex in nature, or stable 
and simple. Variability in the environment refers to the 
presence of changes that are relatively difficult to 
predict, involve important departures from previous 
conditions, and are likely, therefore, to generate con- 
siderable uncertainty. 

Complexity of the environment is said to be greater 
the more extensive and diversified the range of an 
organization’s activities, which correspondingly take it 
into more diverse sectors of the environment. These 
diverse sectors are all relevant areas of external infor- 
mation that it should monitor. There is evidence that 
the degree of environmental variability is a more 
important contributor to uncertainty among manage- 
rial decision makers than is complexity. I shall discuss 
variability now and return to complexity in a later 
section on diversity of operations. 


Proposition 6: In conditions of environmental variability, 
successful organizations will tend to have structures with 
the following characteristics: 1. arrangements to reduce 
and to structure uncertainty; 2. a relatively high level of 
internal differentiation; and 3. a relatively high level of 
integration achieved through flexible, rather than for- 
malized, processes. 


This mouthful of a proposition attempts to distill the 
essence of what we know so far about a highly complex 
issue. Among possible arrangements to reduce and 
structure the uncertainty generated by a changing 
environment are a closer liaison with the separate 
independent organizations upon which one’s own 
organization is highly dependent as supplier or cus- 
tomer (even to the extent of vertical or horizontal 
integration), and attempts to secure a better quality of 
intelligence from outside the organization. 

The critical nature of a variable environment and the 
need for liaison with outside organizations and for a 
significant intelligence activity all mean that an organi- 
zation is under pressure to employ specialist staff in 
boundary or interface roles—that is, in positions where 


432 


Chapter 12 ORGANIZATIONAL EFFECTIVENESS 


they form a link with the outside world, scooping in 
and evaluating relevant information. This may well 
take the form of setting up more specialist departments 
and thereby increasing the internal differentiation of 
the organization. 

If there are many new significant external changes to 
which an organization has to adapt, and if it has become 
fairly differentiated to cope with these, then there will 
be all the more need to achieve a degree of integration 
among its personnel that not only offsets their special- 
izations from one another but, over and above this, 
permits them to react swiftly to new developments in a 
coordinated manner. Flexible, rather than highly for- 
malized, methods of coordination and information- 
sharing will be required. This generally means a 
greater amount of face-to-face participation in discus- 
sions and decision making, with an emphasis on close 
lateral relations among members of different depart- 
ments instead of formal links up and down hierarchies 
or via periodic formal meetings. This mode of working 
also implies a higher degree of delegation, particularly 
when it comes to operational decisions. 

Various studies that have examined organizational 
performance in relation to structure and variable 
environments have produced sufficiently consistent 
findings to support the conclusions we have just made. 
Each study, of course, examines the structural elements 
| have mentioned in more detail. In the United States 
there is the well-known work of Paul Lawrence and 
Jay Lorsch, as well as studies by Robert Duncan, 
Pradip Khandwalla, Anant Negandhi, and Bernard 
Reiman, among others. Of British studies, Tom Burns’ 
and G. M. Stalker’s is the best known. 

Our own research at Aston indicated that companies 
in the variable science-based environment characteriz- 
ing electronics and pharmaceuticals that were achiev- 
ing above-average levels of growth tended to rely less 
on formal procedures and documentation than did 
slow-growing companies. Among firms in more stable 
environments, high-growth companies relied more 
(but only marginally so) on formalized methods of 
integration than did less successful firms. 

These organizational differences between high- and 
low-growth companies located in contrasting environ- 
ments were most marked in certain areas of manage- 


ment. Within the stable sector, faster-growing com- 
panies had significantly more formalization in the 
production area, especially in matters like defining 
operator tasks, training operators, and recording their 
performance. The faster-growing companies in vari- 
able environments particularly made little use of formal 
training procedures, standardized routine personnel 
practices, and formal hierarchical channels for com- 
munication or seeking and conveying decisions. 
Size of unit. Here the major proposition is this: 


Proposition 7: Organizations that increase their degree of 
formalization to parallel their growth in size will tend to 
achieve higher levels of performance. 


Critics contend that the problem of the large 
organization is the dead weight of bureaucratic admin- 
istration that it takes on. In an attempt to hold together 
its many divisions and departments, the large organi- 
zation emphasizes conformity to the rules, a trait that 
has prompted the observation that ‘“‘a new idea has 
never come out of a large corporation.” Many studies 
of organization have confirmed that large scale does 
indeed breed bureaucracy in the form of highly 
compartmentalized jobs and areas of work, elaborate 
procedural and paperwork systems, long hierarchies, 
and delegation of routine decisions to lower-level 
managers within precise discretionary limits. 

Much as critics may decry bureaucracy, we found 
that in each industry the more profitable and faster- 
growing companies were those that had developed this 
type of organization in fuller measure with their 
growth in size above the 2,000-or-so employee mark. 
At the other end of the scale, among small firms of 
about 100 employees, the better performers generally 
managed with very little formal organization. The 
larger the company, the higher the correlation between 
more bureaucracy and superior performance. 

Poorly performing large companies tend to special- 
ize their staff less, to have less developed systems and 
procedures, and to delegate decision making less ex- 
tensively. It is also worth noting that among the poorly 
performing companies the strength of the relation 
between changes in size and changes in structure is 
noticeably reduced, compared with that among high 
performers. 
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When the nature of each organization’s environ- 
ment is taken into account, as well as its size, the 
association between organization and performance 
becomes more complicated. The need for companies 
operating in a more variable environment to keep a 
check on the formality in their organization, especially 
its routine-enforcing elements, probably explains why 
it is the successful companies in a more stable environ- 
ment that most rapidly take on a formal bureaucratic 
type of structure as they grow larger. The rate at 
which companies tend to develop bureaucratic struc- 
tures as their size increases varies according to the 
environment and performance in the following se- 
quence from low to high: below-average performers 
in stable environments; below-average performers in 
variable environments; above-average performers 
in variable environments; above-average performers in 
stable environments. 

Managers, it appears from our research, have to take 
note of multiple contingencies, such as environment 
plus size, when planning the design of their organiza- 
tion. When there is not much variability in the 
environment, the need to develop organization to suit 
size becomes relatively more dominant. In this envi- 
ronment, the better-performing companies tend to 
develop formalized structures at a faster rate as they 
grow than do poor performers. When the environment 
is a variable one, however, these differences in struc- 
tural development are reduced, because the contin- 
gency of coping with uncertainty tends to offset the 
contingency of coping with large scale. We found that 
in a variable environment, the rate of increase in 
formalization accompanying growth in scale is higher 
for good performers, but the absolute level of their 
formalization only reaches that of poor-performing 
companies at a size approaching 10,000 employees. 
The picture is complex indeed, as most practical 
managers are well aware! 

Diversity of Operations. Now comes the eighth 
proposition: 


Proposition 8: Organizations that group their basic 
activities into divisions once these activities become diver- 
sified will tend to achieve higher levels of performance. 


This proposition expresses the fundamental argu- 
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ment for the divisionalized organizational structure 
that has become the dominant form among large 
business firms today and that can also be seen in some 
large public undertakings. Organizations having a 
spread of different products or services, and having 
outlets in a number of regions, operate in a complex 
total environment. Such organizations are also likely to 
be large. Because of both their size and their diversity, 
they will almost certainly experience communications 
difficulties. 

To overcome these problems, it is logical to create 
decentralized, semiautonomous operating units or di- 
visions, for these can group formal relationships in a 
way that reflects the necessities of exchanging infor- 
mation and coordination around common problems. 
These commonalities may center around product 
groups, favoring a product division type of organiza- 
tion, or they may center on geographical regions, 
favoring an area division structure. If both product and 
regional coordination are equally vital, then a mixed, or 
“erid,” structure may be logical. 

Technology. This brings us to the ninth proposition: 


Proposition 9: Organizations that design their workflow 
control and support structures to suit their technologies 
will tend to achieve higher levels of performance. 


The research we conducted indicated that the 
pattern of specialization in production and ancillary 
areas such as production control and maintenance was 
predictable in terms of the technology employed. In 
addition, the proportion of total employment allocated 
to some of the ancillary functions varied along with 
differences in technology. For example, more rigid 
technologies, such as those of a process type, tend to 
have relatively few production control specialists and 
internally specialized production control departments. 
Most control is actually built into the technology itself. 

These associations between technology and the 
structure of employment lead one to ask whether, 
along with environment, size, and diversity, there is 
some logic of adjustment to contingencies here. If there 
is, does the extent to which organizations adapt to the 
logic predict differences in their performance? 

The closeness of fit between technology and the 
pattern in which roles were specialized did not vary 
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significantly between good- and poor-performing 
companies. What did distinguish the more successful 
firms was that they tended to vary their investment in 
manpower devoted to production support activities 
according to differences in their technology. For 
instance, among companies using heavy plant and more 
rigid production systems, the more profitable and 
faster-growing ones had significantly larger percent- 
ages of their total employment given over to mainte- 
nance activities. In other words, allocation of man- 
power in relation to technological requirements 
appears to improve performance. 

Type of Personnel. Now let’s consider the last 
proposition: 


Proposition 10: Organizations that adopt forms of ad- 
ministrative structure consistent with the expectations and 
perceived needs of their personnel will tend to achieve 
higher levels of performance. 


This proposition is a cornerstone of the behavioral 
study of organizations. Readers of Organizational Dy- 
namics will already be familiar with the work of Chris 
Argyris, Frederick Herzberg, Rensis Likert, Douglas 
McGregor, and others who have argued for structures 
and styles of management that secure a higher degree 
of commitment to the organization from employees by 
more adequately meeting their expectations and their 
needs as mature adults. In a broader context, moves to 
enrich jobs and the developments in industrial codeter- 
mination now under way in Europe also reflect an 
implicit faith in Proposition 10, since they start from 
the premise that employees’ expectations and per- 
ceived needs are not being fulfilled adequately by 
existing organization forms. 

The results of many research studies indicate that 
the proposition is valid. Indeed, some would call it a 
truism. While it is unnecessary to review familiar 
ground, some qualifications are in order. The proposi- 
tion refers to the expectations and perceived needs of 
personnel. This reference to the perceptual level is 
important, for whatever the order of man’s universal 
psychological needs, it is clear that different types of 
people do not have the same requirements of their 
work at the conscious perceptual level. One has only to 
compare the professional employee with the manual 


worker to realize that sociocultural factors are crucial in 
shaping different expectations as to what constitute 
legitimate conditions of work. Similarly, research of a 
cross-cultural nature has indicated that different super- 
visory styles are effective with employees located in 
different cultural milieux where different attitudes 
toward work and authority are evident. In short, 
Proposition 10 indicates that managements need to 
spend time ascertaining the expectations of different 
groups among their employees if they want to have a 
reliable idea of which arrangements will secure the 
willing commitment of those employees. 


CONCLUSION 


| have discussed ten propositions, of which half support 
the universalistic argument on organizational perfor- 
mance and half support the contingency argument. 
These two arguments have sometimes been regarded 
as completely opposed, but the findings of research 
indicate several ways in which they are compatible. 

In essence, the contingency approach stresses that 
managers should secure and evaluate information on 
their operating situation and that they should adapt the 
design of their organizational structure when neces- 
sary. It will quite possibly prove to be a general rule 
that managerial qualities such as the personal flexibility 
and drive associated with youth or the thrust for 
performance spurred on by a personal stake in stock 
appreciation enhance a company’s ability to adjust to 
new contingencies. This is a universalistic type of 
statement, which includes two of the propositions | 
have advanced; it is nevertheless quite compatible with 
a contingency view of organizational design. 

A further example of compatibility between the two 
arguments can be provided. The priority top manage- 
ments give to different objectives is probably a factor 
that always influences the performance profiles that 
they attain. At the same time, the performance of any 
two companies having identical sets of objectives is 
unlikely to be the same, because this will also be 
determined by how they decide to adjust to prevailing 
contingencies. 

The practical implications of the first five univer- 
salistic propositions have already been discussed. The 
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first two draw attention to the desirability of selecting 
and developing managers who possess a combination of 
relative youth and relevant qualifications. Proposition 3 
supports the general thrust of research on motivation 
and reward by indicating that the performance of 
organizations is enhanced when they grant their man- 
agers a sizable personal stake in their development. 
The fourth and fifth propositions indicate how the 
objectives management selects can shape performance, 
and how a greater degree of boardroom consensus over 
objectives will increase the chances of achieving good 
performance. These last two propositions speak for the 
practical importance of good communication, informa- 
tion sharing, and other hallmarks of effective integra- 
tion among top executives. 

The thrust of the last five propositions, and support- 
ing research, 1s that the design of organization is likely 
to influence a company’s performance. The problem 
has to be worked out in the context of each company’s 
own circumstances. Several evaluations have to be 
made before deciding on the form of organization that 
is most appropriate. First, we must assess the nature of 
present and future contingencies. In other words, just 
what kind of institution are we, and what do we want 
to be in terms of markets, size, type of production, and 
so on? Second, what are the organizational require- 
ments imposed by relevant contingencies? For exam- 
ple, a large unit will have particular problems of 
coordination and communication. What alternative 
organizational designs might satisfy these require- 
ments? 

Third, if different contingencies pose the dilemma of 
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conflicting requirements, what policies could we for- 
mulate to modify the contingencies themselves? Some 
companies, for example, that seek to enter a faster- 
growing but more variable market or that seek to 
combine successful new product development with 
economies of large-scale, standardized “bread and 
butter” operations are finding that they can circum- 
vent the size contingency by setting up small, inter- 
nally flexible, venture-management units or similar 
companies-within-companies. 

The important point is that there are usually several 
ways of securing an effective match between a com- 
pany’s internal organization and the contingencies it 
faces. This fact tends to be overlooked by those who 
share the present-day public concern about large 
bureaucratic firms and other institutions. A bureauc- 
racy can be operated in different ways, and not 
necessarily with the proverbial “dead hand.” And even 
if large scale brings too much bureaucracy to permit 
desirable levels of participation and sensitivity to 
change, there are in most areas of activity various 
possibilities for developing units into smaller ones 
without incurring any loss in their efficiency. 

In conclusion, it 1s already possible to identify certain 
managerial and organizational factors that are related 
to company performance, but in the future it will be 
necessary to go further and initiate experiments and 
changes in these variables that, it is hoped, will 
demonstrate how far they actively determine perfor- 
mance. It is, however, abundantly clear that company 
performance is not the prey of random and uncontrol- 
lable forces. 


WHEN IS AN ORGANIZATION EFFECTIVE? 
A Process Approach to Understanding Effectiveness 


RICHARD M. STEERS 


While most organizational analysts agree that the 
pursuit of effectiveness is a basic managerial responsi- 
bility, there is a notable lack of consensus on what the 
concept itself means. The economist or financial 
analyst usually equates organizational effectiveness 
with high profits or return on investment. For a line 
manager, however, effectiveness is often measured by 
the amount and quality of goods or services generated. 
The R&D scientist may define effectiveness in terms of 
the number of patents, new inventions, or new prod- 
ucts developed by an organization. And last, many 
labor union leaders conceive of effectiveness in terms of 
job security, wage levels, job satisfaction, and the 
quality of working life. In short, while there is general 
agreement that effectiveness is something all organiza- 
tions should strive for, the criteria for assessment 
remain unclear. 

In view of the many different ways in which 
managers and researchers conceptualize organizational 
effectiveness, it comes as no surprise that there is equal 
disagreement over the best strategy for attaining 
effectiveness. A principal reason for this lack of agree- 
ment stems from the parochial views that many people 
harbor about the effectiveness construct. As men- 
tioned, many define effectiveness in terms of a single 
evaluation criterion (profit or productivity, for exam- 
ple). But it is difficult to conceive of an organization 
that would survive for long if it pursued profits to the 
exclusion of its employees’ needs and goals or those of 
society at large. Organizations typically pursue multi- 
ple (and often conflicting) goals—and these goals tend 
to differ from organization to organization according to 
the nature of the enterprise and its environment. 

Another explanation for the general absence of 
agreement on the nature of effectiveness arises from 
the ambiguity of the concept itself. Organizational 
analysts often assume, incorrectly, that it’s relatively 


easy to identify the various criteria for evaluating 
effectiveness. In point of fact, such criteria tend to be 
somewhat intangible; indeed, they depend largely on 
who is doing the evaluating and within what specific 
frame of reference. 

A number of organizational analysts have tried to 
identify relevant facets of effectiveness that could serve 
as useful evaluating criteria. | recently reviewed 17 
different approaches to assessing organizational effec- 
tiveness and found a general absence of agreement 
among them. Table 12—3 summarizes the criteria used 
in the 17 models and notes the frequency with which 
each is mentioned. As this table reveals, only one 
criterion (adaptability-flexibility) was mentioned in 
more than half of the models. This criterion was 
followed rather distantly by productivity, job satisfac- 
tion, profitability, and acquisition of scarce and valued 
resources. Thus there is little agreement among an- 
alysts concerning what criteria should be used to assess 
current levels of effectiveness. 


PROBLEMS IN ASSESSMENT 


This absence of convergence among competing assess- 
ment techniques poses a serious problem for both 
managers and organizational analysts. If appropriate 
assessment criteria cannot be agreed upon, it would be 
manifestly impossible to agree completely on an evalu- 
ation of an organization’s success or failure. This 
inability to identify meaningful criteria to be used 
across organizations results in part from ignoring 
several questions (or problems) that must be resolved if 
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TABLE 12—3 FREQUENCY OF OCCURRENCE 
OF EVALUATION CRITERIA IN 17 MODELS OF 
ORGANIZATIONAL EFFECTIVENESS 


No. of Times 
Mentioned 
(N = 17) 


Adaptability-flexibility 1 
Productivity 

Job satisfaction 

Profitability 

Acquisition of scarce and valued resources 
Absence of organizational strain 

Control over external environment 
Employee development 

Efficiency 

Employee retention 

Growth 

Integration of individual goals with organiza- 
tional goals 

Open communication 

Survival 

All other criteria 1 


Evaluation Criteria 
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SOURCE: Richard M. Steers, ‘‘Problems in the Measurement of Organizational 
Effectiveness,’’ Administrative Science Quarterly, vol. 20, #4 (December), 1975, 
p. 549. 


we are to derive more meaningful approaches to 
assessing organizational effectiveness. Eight such issues 


F ale: 


1. Is there any such thing as organizational effectiveness? 
It is only logical to ask whether there is indeed 
empirical justification for any such construct. In the 
absence of any tangible evidence, it may be that 
organizational effectiveness exists only on an abstract 
level, with little applicability to the workplace and its 
problems. But if effectiveness is indeed a viable concept 
from a managerial standpoint, its definition and 
characteristics must be made more explicit. 


2. How stable—consistently valid—are the assessment 
criteria? A second problem encountered in attempts to 
assess effectiveness is that many of the assessment 
criteria change over time. In a growth economy, for 
example, the effectiveness of a business firm may be 
related to level of capital investment; during a recession 
or depression, however, capital liquidity may emerge as 
a more useful criterion, and high fixed investment may 
shift from being an asset to being a liability. Clearly, 
such criteria do not represent permanent indicators of 
organizational success. In fact, it is probably this 
transitory nature of many effectiveness criteria that has 
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led some investigators to suggest that adaptabilty or 
flexibility represents the key variable in any model of 
effectiveness. 


3. Which time perspective is most appropriate in assess- 
ment? Contributing to the problem of criterion insta- 
bility is the question of which time perspective to take 
in assessing effectiveness. For example, if current 
production (a short-run criterion) consumes so much 
of an organization’s resources that little is left over for 
investment in R&D, the organization may ultimately 
find itself with its products outmoded and its very 
survival (a long-term criterion) threatened. Thus the 
problem for the manager is how best to allocate 
available resources between short- and long-term con- 
siderations so that both receive sufficient support for 
their respective purposes. 


4. Are the assessment criteria related positively to each 
other? Most approaches to assessing effectiveness rely 
on a series of relatively discrete criteria (for example, 
productivity, job satisfaction, profitability). The use of 
such muluple measures, however, often leads to situa- 
tions in which these criteria are in conflict. Consider, 
for instance, an organization that uses productivity and 
job satisfaction as two of its criteria. Productivity can 
often be increased (at least in the short run) by 
pressuring employees to exert greater energy and turn 
out more goods in the same period of time. Such 
managerial efforts are likely, however, to result in 
reduced job. satisfaction. On the other hand, it’s 
possible to increase job satisfaction by yielding to 
employee demands for increased leisure time and 
reduced production pressures—but at the price of 
lower productivity. Thus, while the use of multiple 
evaluation criteria adds breadth to any assessment 
attempt, it simultaneously opens the door to conflicting 
demands that management may not be able to satisfy. 
5. How accurate are the assessment criteria? A further 
problem in assessing organizational effectiveness is how 
to secure accurate measures for assessment purposes. 
How does an organization accurately measure mana- 
gerial performance or job satisfaction, if these are to be 
used as effectiveness criteria? And: how consistent are 
such measures over time? In point of fact, we tend to 
measure the performance of the individual manager 


438 


Chapter 12 ORGANIZATIONAL EFFECTIVENESS 


loosely in terms of an overall rating by his superior and 
to measure job satisfaction frequently in terms of 
turnover and absenteeism rates. Such operational defi- 
nitions have their obvious limitations. Performance 
ratings, for example, may be skewed by personality 
factors, and a low turnover rate may indicate low 
performance standards born of a complacent or indif- 
ferent management. 


6. How widely can the criteria be applied? A major 
problem with many of the criteria suggested for 
assessing effectiveness is the belief that they apply 
equally in a variety of organizations. Such is often not 
the case. While profitability and market share may be 
relevant criteria for most business firms, they have little 
applicability for organizations like a library or a police 
department. Thus, when considering appropriate cri- 
teria for purposes of assessment, we should take care to 
ensure that the criteria are consistent with the goals and 
purposes of a particular organization. 


7. How do such criteria help us understand organiza- 
tional dynamics? The organizational analyst of neces- 
sity is concerned with the utility of the effectiveness 
construct. What purposes are served by the existence 
of evaluation criteria for assessing effectiveness? Do 
they provide insight into the dynamics of ongoing 
organizations? Do they help us to make predictions 
concerning the future actions of organizations? Unless 
such models facilitate a better understanding of orga- 
nizational structures, processes, or behavior, they are of 
little value from an analytical or operational standpoint. 


8. At which level should effectiveness be assessed? Fi- 
nally, managers face the problem of the level at which 
to assess effectiveness. Logic suggests evaluating orga- 
nizational effectiveness on an organizationwide basis. 
Such an approach, however, ignores the dynamic 
relationships between an organization and its various 
parts. We must bear in mind that the individual 
employee ultimately determines the degree of organi- 
zational success. If we are to increase our understand- 
ing of organizational processes, we must develop 
models of effectiveness that enable us, to the greatest 
extent possible, to identify the nature of the relation- 
ships between individual processes and organizational 
behavior. Moreover, a comparison of the relative 


effectiveness of various departments or divisions 1s also 
useful. It is highly likely that certain of these subunits 
(for example, sales) may be more successful than others 
within the same organization. The existence of such 
differences complicates even further any attempts to 
draw firm conclusions concerning the effectiveness of a 
given organization. 


Even a cursory examination of these problems 
reveals the magnitude and complexity of the subject. If 
managers are to reduce their dependence on simplistic 
criteria for evaluating effectiveness, we must provide 
them with a framework for analysis that surmounts 
these problems. 

One solution that at least minimizes many of the 
obstacles to assessing effectiveness is to view effective- 
ness in terms of a process instead of an end state. Most 
of the earlier models of effectiveness place a heavy 
emphasis on identifying the criteria themselves (that is, 
the end state). Although such criteria may be useful, 
they tell us little about the ingredients that facilitate 
effectiveness. Nor do they help the manager better 
understand how effectiveness results. Hence, it appears 
that we need to re-examine our notions about the 
concept of organizational effectiveness and about the 
kinds of analytical models managers require to help 
them make their own organizations effective. 


EFFECTIVE AND INEFFECTIVE 
ORGANIZATIONS 


Perhaps one of the best ways to understand the notion 
of organizational effectiveness is to examine several 
instances of ineffectiveness. Consider the following 
three examples: 


1. Farm tractors. There are many examples of organi- 
zations that correctly identify the nature of the prob- 
lem and set relevant goals but then select a less than 
optimal strategy for attaining those goals. 

One such example can be seen in the activities of the 
first Henry Ford as he tried to maintain the profit- 
ability of Ford Motor Company during the depression 
of the 1930s—when, of course, the demand for new 
cars had declined. Alfred Chandler reports in his book 
Strategy and Structure that Ford decided to enter the 
farm tractor market in order to employ some of his 
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unused plant capacity. Within a relatively short period 
of time, his engineers had designed and built a versatile 
yet inexpensive tractor. Unfortunately, however, Ford 
selected an inappropriate marketing and distribution 
strategy for the new product. He tried to market the 
tractors through his existing automobile distribution 
system, which was largely concentrated in major cities 
and was not attuned to the needs of farms. Hence his 
product (however good it may have been) never really 
reached its intended market. The venture failed com- 
mercially until Ford realized his mistake and created a 
supplementary distribution system that reflected mar- 
ket realities and communicated with the farming 
audience in its own terms. 


2. Slide rules. Whereas Example 1 represents an 
attempt to apply the wrong strategy to the right goal, 
Example 2 we may describe as an attempt to apply the 
right strategy to the wrong goal—a goal that became 
wrong because of a technological advance that created 
a shift in market demand. 

Ths example involves a company that manufactures 
slide rules. For many years, the organization had a 
reputation for producing and selling high-quality slide 
rules for a variety of applications. With the advent of 
relatively inexpensive electronic pocket calculators, 
however, sophisticated computations could be com- 
pleted quickly and accurately. Almost overnight, de- 
mand shifted from slide rules to calculators. Within 
two years, sales dropped by 75 percent. The company 
either failed to predict environmental changes accu- 
rately or was unable to adapt to them in order to 
achieve its profit goal. 


3. Regulatory agencies. A third type of problem exists 
when an organization chooses an inappropriate strat- 
egy to achieve a suboptimal goal. Typically, we find 
examples of this type of situation in public bureaucra- 
cies (perhaps because of a lack of competitive pres- 
sure). 

Consider the example of the Interstate Commerce 
Commission, an agency of the U.S. Government 
charged with facilitating and regulating commerce 
between the states. Purportedly, its primary goal is to 
achieve an effective level of operation in such com- 
merce. In actual practice, however, many complain 
that its operative (or real) goals are just the opposite. 


For example, in order to ensure “equity” between the 
various trucking lines, the ICC for many years re- 
quired certain firms to drive from point A to point B 
not directly, but through some out-of-the-way point C. 
The rationale for such a policy was based in part on the 
belief that smaller firms, which often had less efficient 
routes, needed to be protected from the larger firms, 
which had more resources at their disposal. As a result, 
costs increased for both trucking firms and the cus- 
tomer, and delivery times lengthened for all concerned. 

In each of these cases, we have a clear example of 
ineffectiveness. The nature of the problem in each case, 
however, is quite different. Moreover, the strategies 
chosen by the organizations to achieve their stated 
objectives are also quite different. It is this lack of 
convergence in most approaches to organizational 
effectiveness that has led to so much confusion—not 
only over how organizations achieve effectiveness, but 
indeed over what we mean by the notion of effective- 
ness itself. 


What Is Organizational Effectiveness? 


The term organizational effectiveness has been used 
(and misused) in a variety of contexts. As noted above, 
some equate the term with profit or productivity, while 
others view it in terms of job satisfaction. While many 
analysts view these criteria as definitions of organiza- 
tional effectiveness, a few investigators suggest that 
such variables actually constitute intervening variables 
that enhance the likelihood that effectiveness will 
result. 

If we accept the notion that organizations are unique 
and pursue divergent goals (as the three examples 
suggest), then such definitions are too situation-specific 
and value-laden to be of much use. Instead, it appears 
more useful initially to follow the lead to Talcott 
Parsons and Amitai Etzioni and define organizational 
effectiveness in terms of an organization’s ability to 
acquire and efficiently use available resources to 
achieve their goals. Viewed from this perspective, all 
three examples cited previously represent a case of goal 
failure. 

Such a definition requires elaboration. First, we are 
focusing on operative goals as opposed to official goals. 
It seems more appropriate to assess the relative level of 
effectiveness against the real intended objectives of an 
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organization rather than a static list of objectives meant 
principally for public consumption. For example, we 
often see public advertisements by corporations claim- 
ing that “progress is our most important product” or 
“the things we do improve the way we live.” Such 
statements (or official goals) often give the impression 
that the company’s primary objective is progress, while 
in fact other goals (for example, profit, growth, or an 
acceptable rate of return on investment) probably 
represent more accurate statements of intent (that is, 
operative goals). Thus whatever objectives the organi- 
zation truly intends pursuing, it is against these criteria 
that effectiveness is best judged. Such an approach has 
the added advantage of minimizing the influence of the 
analyst’s value judgments in the assessment process. 
While many would argue, for example, that job 
satisfaction is a desirable end, it remains for the 
organization, not an outside analyst, to set such a goal. 

Inherent in such a definition, moreover, is the notion 
that effectiveness is best judged against an organiza- 
tion’s ability to compete in a turbulent environment 
and successfully acquire and use its resources. This 
suggests that managers must deal effectively with their 
external environments to secure needed resources. 
Finally, this approach recognizes the concept of effi- 
ciency as a necessary yet insufficient ingredient (or 
facilitator) of effectiveness. 


A Note on Efficiency 


People often discuss efficiency and effectiveness as 
being interchangeable. Our approach is to clearly 
separate the two notions yet to recognize the impor- 
tance of and interrelation between them. While we 
define effectiveness as the extent to which operative 
goals can be attained, we define efficiency as the 
cost/benefit ratio involved in the pursuit of those goals. 
An example should clarify this distinction. Shortly 
after World War Il, a ranking German officer ob- 
served that the Allies had not “beaten” Germany but 
had instead “smothered” her. In other words, the 
officer was suggesting that while the Allies had been 
effective in the pursuit of their objectives, they had not 
been particularly efficient. 

At some point, however, we would expect that 
increased inefficiency would have a detrimental effect 
on subsequent effectiveness. When this notion is 


applied to a business environment, it appears that the 
more costly goal effort becomes, the less likely the 
business is to be effective. As an example of this 
efficiency-effectiveness relationship, consider some of 
the current experiments in job redesigning, such as the 
Volvo and Saab-Scania experiments in Sweden. Sev- 
eral prominent investigators have noted recently that, 
while job enrichment may have desirable social con- 
sequences, the costs associated with such efforts may be 
so high that they increase the price of the product 
beyond what customers are willing to pay. Hence the 
notion of efficiency emerges as an important element of 
organizational effectiveness. 


A PROCESS MODEL FOR 
ANALYZING 
EFFECTIVENESS 


From a static viewpoint, it may be enough to define 
effectiveness in terms of attaining operative goals. 
However, if we are to understand more fully the 
processes involved in bringing about an effective level 
of operations, it is necessary to take a more dynamic 
approach to the topic. The approach suggested here is 
essentially a “process model” of effectiveness. Its aim is 
to provide managers with a framework for analysis of 
the major process involved in effectiveness. This ap- 
proach contrasts sharply with earlier models that 
merely listed the requisite criteria for assessing organi- 
zational success. 

The process model that is proposed here consists of 
three related components: 1. the notion of goal op- 
timization; 2. a systems perspective; and 3. an emphasis 
on human behavior in organizational settings. 


Goal Optimization 


If we examine the various approaches currently used to 
assess organizational effectiveness, it becomes apparent 
that most ultimately rest on the notion of goal attain- 
ment. A primary advantage of using the operative goal 
concept for assessing levels of effectiveness is that 
organizational success is evaluated in the light of an 
organization’s behavioral intentions. In view of the fact 
that different organizations pursue widely divergent 
goals, it is only logical to recognize this uniqueness in 
any assessment technique. 

While many variations on the goal approach to 
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evaluating effectiveness exist, the most fruitful ap- 
proach is to view effectiveness in terms of goal op- 
timization. Instead of evaluating success in terms of the 
extent to which “desired” goals have been maximized, 
we recognize a series of identifiable and irreducible 
constraints (for example, money, technology, person- 
nel, other goals, and so on) that serve to inhibit goal 
maximization. Managers are seen as setting and pursu- 
ing “optimized” goals (that is, desired goals within the 
constraints dictated by the resources available). A 
company may, for example, feel that a 10 percent 
return on investment is a realistic goal in view of 
resource availability, the existing market environment, 
and so forth. We would argue that it is against this 
feasible goal set, not against an ultimate goal set, that 
effectiveness be judged. 

The goal optimization approach has several advan- 
tages over conventional approaches: First, it suggests 
that goal maximization is probably not possible and 
that, even if it were, it might be detrimental to an 
organization’s well-being and survival. In most situa- 
tions, for example, there appears to be little chance for a 
_ company to maximize productivity and job satisfaction 
at the same time. Instead, compromises must be 
made—compromises that provide for an optimal level 
of attainment of both objectives. 

Second, goal optimization models recognize the 
existence of differential weights that managers place on 
the various goals in the feasible set. For instance, a 
company may place on the pursuit of its profit goal five 
times the weight, and resources, that it puts on its 
affirmative-action employment goal or its job satisfac- 
tion goal. While real-life examples would obviously be 
far more complex, this simple example emphasizes the 
differential weighting aspect inherent in any assess- 
ment of organizational effectiveness. 

Third, the model also recognizes the existence of a 
series of constraints that can impede progress toward 
goal attainment. Many of these constraints (for exam- 
ple, limited finances, people, technology, and so on) 
may be impossible to alleviate, at least in the short run. 
Consider the case of the slide rule manufacturer. The 
production of slide rules requires a radically different 
technology than that required by the production of 
electronic calculators. Thus this firm, which had a 
competitive advantage using one technology, lost its 
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edge when market demand shifted. Of course, if this 
company had anticipated environmental changes, ac- 
curately and far enough in advance, it might have 
developed new applications for existing technology— 
assuming the infeasibility of changing it. The firm 
might, for instance, have devoted its energies to 
developing new precision-measurement instruments 
not based on electronics. Thus it is important to 
recognize such constraints—and how a company reacts 
to them—in any final assessment of success or failure. 

Fourth, this approach has the added advantage of 
allowing for increased flexibility of evaluation critieria. 
As the goals pursued by an organization change, or as 
the constraints associated with them change, a new 
optimal solution will emerge that could represent new 
evaluation criteria. Hence the means of assessment 
would remain current and would reflect the changing 
needs and goals of the organization. 

Last, from the standpoint of long-range planning, 
weighted goals and their relevant constraints could be 
modeled by using computer simulations to derive 
optimal solutions for purposes of allocating future 
resources and effort. 

The use of computer-simulation models in long- 
range planning has become commonplace among 
larger organizations. The same technique could be 
applied to examining organizational effectiveness. 
Major organizational and environmental variables 
could be systematically manipulated to analyze the 
impact of such changes on resulting facets of effective- 
ness (for example, profits, market share, adaptation, 
and productivity). From such manipulations, optimal 
solutions could be derived that would help managers 
direct the future of the enterprise. 


Systems Perspective 


The second important aspect of a process model of 
organizational effectiveness is the employment of an 
open-systems perspective for purposes of analysis. 
Such a perspective emphasizes interrelationships be- 
tween the various parts of an organization and its 
environment as they jointly influence effectiveness. 

If we take a systems perspective, we can identify the 
four major categories of influences on effectiveness (see 
Figure 12—2): 1. organizational characteristics, such as 
structure and technology; 2. environmental charac- 
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Organizational characteristics 
(structure, technology) 


Environmental characteristics 
(economic and market conditions) 


Employee characteristics 
(performance, job attachment) 


Managerial policies and practices 


Figure 12-2. 


teristics, such as economic and market conditions; 3. 
employee characteristics, such as level of job perfor- 
mance and job attachment; and 4. managerial policies 
and practices. While the precise manner in which these 
variables influence effectiveness goes beyond the scope 
of this article, it is suggested that these four sets of 
variables must be relatively consonant if effectiveness is 
to be achieved. The negative outcomes that result 
when these characteristics do not fit we saw in the 
example of the Ford tractor. While the product itself 
was good, the failure to recognize environmental 
variations and to adapt the marketing structure ac- 
cordingly led to ineffectiveness. 

Thus managers have a reponsibility to understand 
the nature of their environment and to set realistic goals 
that accommodate and/or exploit that environment. 
Given these goals, the more effective organizations will 
tend to be those that successfully adapt structure, 
technology, work effort, policies, and so on to facilitate 
goal attainment. 


Behavioral Emphasis 


A final aspect of the process approach to understanding 
and analyzing effectiveness is the emphasis on the role 
of individual behavior as it affects organizational suc- 
cess or failure. The position taken here is in opposition 
to the stand taken by many that effectiveness is best 
examined exclusively on a “macro” (or organization- 


Organizational 
effectiveness 


Major influences on organizational effectiveness 


wide) basis. Instead, it appears that greater insight can 
result if analyses include consideration of how the 
behavior of individual employees impacts upon organi- 
zational goal attainment. If an organization’s employ- 
ees largely agree with the objectives of their employer, 
we would expect them to exert a relatively high level of 
effort toward achieving those goals. If, on the other 
hand, organizational goals largely conflict with em- 
ployees’ personal goals, there is little reason to believe 
that employees would exert their maximum effort. 

As an interesting example of the importance of 
individuals in goal attainment, consider the controversy 
over automobile seat belts. In an effort to improve 
traffic safety, the federal government initially passed a 
law that required auto manufacturers to install seat 
belts in all new cars. When this action failed to have the 
desired consequences (many people simply did not use 
them), additional laws were passed requiring manu- 
facturers to install warning lights, buzzers, and so forth 
to remind drivers to use seat belts. Finally, when these 
measures also proved ineffective, laws were passed 
requiring manufacturers to install devices that made it 
mandatory to use seat belts before the ignition could be 
activated—although even these devices could be cir- 
cumvented with a degree of ingenuity. While the 
initial goal was laudatory, the processes (means) used 
to achieve this goal were largely ineffective because 
they ignored the predispositions and behavior patterns 
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of most drivers. Perhaps a more effective strategy 
(certainly in terms of time and cost) would have been 
simply to pass a law nullifying accident insurance 
claims for drivers injured while not wearing seat belts. 

Hence when we examine organizational effective- 
ness, it 1s important to recognize and account for the 
people who ultimately determine the quality and 
quantity of an organization’s response to environmen- 
tal demands. 


CONCLUSION 


Most contemporary organizations exist in turbulent 
environments in which threats to survival and growth 
are relatively commonplace. Within such environ- 
ments, managers must try to secure and properly 
utilize resources in an effort to attain the operative 
goals set forth by the organization. The process by 
which they do so—or fail to do so—is at the heart of the 
concept of organizational effectiveness. 

In the above discussion, I have tried to review the 
various approaches that have been taken to evaluating 
organizational effectiveness. Little homogeneity exists 
between the various approaches. This lack of con- 
sensus, in turn, results from the existence of at least 
eight problems inherent in the existing models. In an 
effort to overcome many of these problems, I have 
proposed a process model of organizational effective- 
ness. 

The model described differs from the earlier models. 
Instead of specifying the criteria for effectiveness (for 
example, when is an organization effective?), this 
model focuses on the process of becoming effective (for 
example, what conditions are most conducive to effec- 
uveness?). It is argued that the actual criteria for 
evaluation vary depending on the particular operative 
goals of the organization. Because of this, it appears 
appropriate to place greater emphasis on understand- 
ing the dynamics associated with effectiveness oriented 
behavior. 

It is further recommended that one way to concep- 
tualize organizational effectiveness as a process is to 
examine three related factors. First, optimized goals 
(that is, what an organization is capable of attaining) 
can provide realistic parameters for the assessment 


process. Given an organization’s operative goals, we 
can ask intelligent questions about the appropriateness 
of managerial resource-allocation decisions. In other 
words, is there a better way for managers to expend 
their limited resources? 

Important questions to consider in connection with 
this first factor include the following: 


e To what extent are we applying our limited resources 
toward the attainment of our various goals? In point of 
fact, organizations often make resource-allocation de- 
cisions independent of goal decisions, resulting in 
“unfunded” goals and “funded” nongoals. This behav- 
ior is perhaps most clearly exemplified in the practice 
by various state and federal legislatures of passing 
authorization bills and appropriation bills separately. 
Thus it is possible (and, in fact, it often happens) that a 
bill (goal) becomes law without the appropriation of 
resources to implement it. 


e Is there a clear relationship between the amount of 
resources we spend on the various goals and the importance 
of each goal? \f, for example, an organization truly 
believes it places equal weight on making a profit and 
on improving quality of working life, are such beliefs 
reflected in the allocation of resources? This does not 
suggest that equivalent amounts of resources must be 
spent on each goal. Instead, it implies that sufficient 
resources be spent to bring about the attainment of 
both goals. 


e What kind of return on investment, per goal, are we 
getting on our resources? If organizations pursue multi- 
ple goals, it would seem logical to examine the effi- 
ciency of effort invested in each goal. It may be that an 
organization is highly efficient in realizing its less 
important goals and relatively inefficient in realizing its 
more important goals. Where such inefficiencies are 
noted, decisions must be made concerning the desir- 
ability of continuing the pursuit of a goal. Where a goal 
is viewed as worthwhile (for example, hiring the 
hard-core unemployed), companies may pursue the 
goal despite a low return on investment. 


e Is the entire organization working together for goal 
attainment? As shown in the Ford tractor example, 
there are instances in which an organization’s existing 
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marketing channels are not suited to newer products— 
a “bad fit” that leads to suboptimal results. Moreover, a 
fairly common complaint against research and devel- 
opment departments is that scientists stress basic 
research projects at the expense of applied projects that 
generally have more immediate and more certain 
payoffs. 


e Is the “fit” between the organization and its environ- 
ment changing? Organizations should continually raise 
questions concerning their place in the external envi- 
ronment. We saw in the example of the slide rule 
manufacturer how a company can lose a major share of 
its market by failing to adjust to changes in market 
demand. Under such circumstances, and without the 
necessary technology to compete with manufacturers 
of electronic calculators, this firm may find it desirable 
to establish its niche in the market by specializing in 
drafting equipment or other instruments not based on 
electronics. A relatively successful example of such 
organization-environment fit can be seen in American 
Motors Corporation (AMC), which for many years 
has specialized in small cars and jeeps while the “Big 
Three” stressed medium- and large-sized cars. As the 
other auto makers shift their focus toward small cars, 
however, AMC (with fewer resources) may find it 
necessary to adjust its efforts toward newer markets. 
Hence flexibility in the face of environmental change 
remains an important area of concern for effective 
organizations. 

Second, it has been stressed throughout our discus- 
sion that the use of a systems perspective allows for the 
explicit recognition of the ways in which various 
organizational factors blend together to facilitate or 
inhibit effectiveness-related activities. This approach 
forces managers to employ more comprehensive ana- 
lytical models when they ask questions about why the 
organization achieved or failed to achieve a particular 
goal. It facilitates a broader perspective both on the 
nature of the problem and on its possible solutions. 

Third, it is highly desirable to recognize the impor- 
tant link between individual behavior and organiza- 
tionwide performance. That is, any consideration of 
how organizations become effective (or more effec- 


tive) must account for the primary determinant of 
ultimate organizational performance: the employees of 
the organization. Recent efforts to institute manage- 
ment-by-objectives programs in organizations repre- 
sent one such attempt to coordinate the efforts of 
various employees toward: specific organizational ob- 
jectives. Taken together, these three related factors 
should help managers and organizational analysts un- 
derstand the various ways in which organizations move 
toward or away from goal attainment and organiza- 
tional effectiveness. 

Two general conclusions (with important implica- 
tions for managers) emerge from our analysis of 
organizational effectiveness. First, the concept of orga- 
nizational effectiveness is best understood in terms of a 
continuous process rather than an end state. Marshal- 
ing resources for goal-directed effort is an unceasing 
task for most managers. In view of the changing nature 
of the goals pursued in most organizations, managers 
have a continuing responsibility to recognize environ- 
mental changes, to restructure available resources, to 
modify technologies, to develop employees, and so 
forth in order to use the talents at their disposal to attain 
goals that are themselves in perpetual flux. 

Second, our analysis also has emphasized the central 
role of contingencies in any discussion of effectiveness. 
Thus it is incumbent upon managers to recognize the 
unique qualities that define their own organization—its 
goals, structures, technologies, people, environments, 
and so on—and to respond in a manner consistent with 
this uniqueness. Our conclusion cautions against the 
arbitrary use of “rules” or “principles” for achieving 
success. Such rules and principles are of little use 
viewed against the background of organizational di- 
versity. Instead, responsibility must fall to the organi- 
zation and its management to develop employees so 
that they can better recognize and understand the 
nature of a particular situation and respond appro- 
priately. When viewed in this manner, organizational 
effectiveness becomes largely a function of the extent 
to which managers and employees can pool their 
efforts and overcome the obstacles that inhibit goal 
attainment. 


CONCLUDING STATEMENT 


What can we conclude about organizational effectiveness? More specifically, what can we 
say about organizational effectiveness as a design outcome? As we have seen in Child’s and 
Steers’ articles, there are many difficult problems in trying to define and measure 
organizational effectiveness. Nonetheless, effective organizational performance—however 
defined and measured—is a necessary object of any rational design process. Therefore we 
have little choice except to cope with those problems as well as possible. 


ORGANIZATIONAL EFFECTIVENESS AND DESIGN 


How does one—whether student, consultant, analyst, or designer—select proper (or at least 
useful) criteria for assessing organizational effectiveness? The answer to this question is not 
easy. For one thing, as we mentioned earlier, the selection will inevitably be colored by one’s 
values or perspective. We can see this phenomenon operating when we observe differences 
in criteria selected by those within an organization and those outside (Hrebiniak, 
1978: 307—10). Insiders’ perspectives, desires, and goals are frequently different from those 
outside. Table 12—4 illustrates some differences that might develop. 


Values and Criteria: An Example 


People differ in their selection of performance criteria more than simply on the basis of 
whether they are fulfilling an internal or external role, however. Fundamental values also 
play a part.1 Consider the following example: Recently the author and a colleague measured 
values of a group of nursing-home administrators—that is, of the chief managerial officer of 
each of some 40 nursing-home organizations. A relatively standard measure of values 
developed by Carlson and Levy (1970), was employed.” 

Carlson and Levy’s measure distinguishes two principal value orientations: individualistic 
and interpersonal. That is, people are scored as to whether they are mainly oriented toward 


TABLE 12—4 PERFORMANCE CRITERIA AS A FUNCTION 
OF PERSPECTIVE 


Organization Internal External 

Business organization Profit (ROI) Pollution control 
Efficiency Quality products 
Market share Ethical behavior 
Sales increases Social awareness 

Competitive Fun Winning 

Sports team Character formation 
Group cohesion 

Hospital Quality Cost efficiency 
Cost (efficiency) Quality 


SOURCE: Reproduced by permission from Complex Organizations, by Lawrence G 
Hrebiniak, Copyright © 1978, West Publishing Company. All rights reserved. 


1. For a discussion of this idea, refer to Chapter 6—especially the article by Connor and Becker, “Values and the 
Organization: Suggestions for Research.” 
2. Actually, we modified the measure somewhat. See Becker and Connor (1977) for the rationale. 


445 


446 Chapter 12 ORGANIZATIONAL EFFECTIVENESS 


individualistic kinds of values or interpersonal ones. Our nursing-home administrators 
followed normal trends and tended to separate into the two value camps. Some scored as 
highly individualistic in their value orientations, some as highly interpersonal. 

We also asked the subjects—and here is the crux of this example—to describe what, for 
them, is “‘an ideal nursing home organization.” The restrictions were modest. They were 
told to assume they did not have an infinite amount of human and material resources they 
could squander. On the other hand, they were to assume that miserliness was not necessary 
either. In other words, these experienced managers were told to be realistically idealistic! 

The results were fascinating. Top managers with markedly different value orientations 
described the “ideal nursing home” quite differently. Here are two sample descriptions. The 
first was penned by a person who scored extremely high on the individualistic-value scale. 
The second scored equally high on the interpersonal-value scale. 


“IDEAL NURSING HOME” 
Individualistic-Value Orientation 


The ideal nursing home is a 90-bed facility located 30 miles from a metropolitan city. The 
community would have a university, three hospitals and would be at least 50 percent 
agribusiness-oriented. There would be at least two other good quality homes located there. This 
home would be of recent construction (2—4 years old) and would be a for-profit facility. 


“IDEAL NURSING HOME” 
Interpersonal-Value Orientation 


The ideal nursing home is intensely warm in the radiance of human love and warmth toward the 
members of the home and to all of those who come into contact in the home. Joy fills the air. It is a 
place where human needs and companionship are truly met. It is a large home, which seems as a 
very knitted family. There is a personal relationship between staff and residents. There is a true 
beauty and love for the elderly. 


It is obvious from these descriptions that the two managers differed markedly in their 
conception of what an ideal nursing-home organization is. It is equally apparent that they 
would tend to select different criteria for assessing organizational performance. We 
emphasized in Chapter 6 that values play a role in people’s behavior in organizations. Values 
play an equally important role in decisions about designing and evaluating organizational 
effectiveness. 


Effectiveness Dimensions for Design 


With all the criteria for assessing organizational effectiveness, how are organization 
designers to decide which ones should be used? If only a bottom-line sort of criterion is used, 
such as net return on investment, much of the ongoing dynamics that makes an organization 
“healthy” is lost. In fact, as Steers pointed out earlier, this is the problem with using any 
single criterion. On the other hand, organization designers who attempt to use a large 
number of criteria, such as Campbell’s 30 items, or Likert’s factors, run the risk of being 
overwhelmed by more criteria than they can realistically handle. The problem begins to 
resemble that described by Simon in Chapter 9: in the first place, complete information is 
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not available—and even if it were, designers’ cognitive abilities would not be up to the job of 
processing it. 

So, what is a designer to do? We suggest a set of dimensions that recognize the 
systemic-goal approach discussed earlier in this concluding statement. The set is that 
identified in the Connor and Becker article contained in Chapter 6, “Values and the 
Organization: Suggestions for Research.” Figure 6—8 identifies the dimensions: Efficiency, 
Quality of Output, Quality of Work Environment, and Responsiveness (Connor, Egan, and 
Karmel, 1973: 8—9). 


Efficiency 


The classic definition of efficiency, as we noted earlier in our discussion of Evan’s (1976) 
analysis, is the ratio of output to input: O/I. Frequently this ratio is translated into a 
cost-minimization measure. That is, there are two ways to increase efficiency: increase the 
quantity of output, holding input constant, or decrease the input necessary to produce a 
given quantity of output. 

However, efficiency means more than cost minimization. It also includes such financial 
and administrative factors as labor productivity, profit, waste control, proportion of capacity 
used, accuracy of communication, elimination of dysfunctional procedures, improved work 
flow, and appropriate information systems. 


Quality of Output 


The ongoing effectiveness of an organization is also reflected in the quality of its goods or 
services. For health-care organizations, for example, two facilities may have relatively 
comparable efficiency data, yet one provides better patient care than the other. Nursing 
homes frequently are distinguished on just such a basis. On a comparable note, government 
agencies may differ in terms of how good or useful their service is to the client. 
Manufacturing organizations may be distinguished on the basis of the overall quality of their 
product. While cost data may be comparable, one firm’s product may be more durable, 
more dependable, and more attractive to the consumer. 


Quality of Work Environment 


This dimension captures the essence of what we mean be organizational climate. Quality 
of work environment is the employee’s perception of the ““goodness” of the organization as a 
place to work. This perception is reflected in satisfaction with the organization as a whole, 
the job being performed, supervision, and interpersonal relationships with organizational 
colleagues. Satisfaction with these factors is manifested in employees’ attitudes and 
behaviors. 


Responsiveness 


Responsiveness refers to two related, although distinct, aspects of organizational 
effectiveness. Basically this dimension concerns the ability of the organization to respond to 
changes that take place either in the long- or short-run. 

Adaptability refers to the organization’s ability to respond to external trends—in legal, 
technological, financial, and social conditions. How well the organization adapts to such 
long-run changes will naturally influence its ongoing effectiveness. 
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Internal changes or trends must be met as well. Employee re-education, design of new 
management structures, and new information and operating systems need to be developed 
over time. Organizational effectiveness also reflects the enterprise’s ability to meet these 
challenges. 

Flexibility involves the requirement that the organization respond to emergency or crisis 
situations. Flexibility therefore concerns the ability of the organization to cope with 
short-term changes. Sudden changes in the marketplace, prime interest rates, suppliers’ 
delivery of needed resources—the organization’s overall effectiveness will depend in part on 
its ability to be flexible enough to meet such challenges as these. 


Designing to Effectiveness Dimensions 


As stated above, organizational effectiveness is for us a multidimensional, goal-systemic 
construct. It is multidimensional in that it involves “numbers” (efficiency-type criteria), 
qualitative factors (of output and work environment), and ability to change (responsive- 
ness). Further, the effectiveness dimensions relate back to the idea of organizational goal 
mix. Let us see how this latter point works. 

Recall from earlier discussions our hypothetical organizations Alpha and Beta. Alpha is 
basically a mechanistic-type enterprise, operating under relatively static conditions. Beta, on 
the other hand, is a relatively organic organization experiencing fairly dynamic conditions. 
In Chapter 3 we described these conditions in terms of environmental, technological, and 
employee characteristics. Figure 3—8 summarized our discussion of the relevance of Alpha 
and Beta’s circumstances for their goals. Basically we found that Alpha organizations tend to 
put some emphasis on output-type goals, whereas Beta organizations have to emphasize 
support goals (adaptation, management, motivation, and position). Their respective 
goal-mix profiles are reproduced in Figure 12-3. 

Figure 12—3 suggests the interrelationships among goals, design, and effectiveness. 
Organizations such as Beta have to pursue support-type goals, owing to the turbulent/un- 
certain/complex nature of their circumstances. Accordingly, as we saw in Chapters 7—10, 
they tend to develop designs that are essentially dynamic/organic/adaptable in character. 
On the other hand, Alpha-like organizations operate under conditions that are relatively 


Goal Type Importance 
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Output 
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Figure 12-3. Organizational goal mix: Alpha and Beta 
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Effectiveness 
Dimension Relative Importance 


Low High 
Efficiency 
Quality of output 


Quality of work environment 


Responsiveness Cy 


Figure 12-4. Effectiveness profiles for organizations Alpha and Beta 


static / predictable /simplex. These circumstances enable them to de-emphasize support-type 
goals. The straightforward, placid, simplex nature of their industry makes it unnecessary to 
emphasize (compared to Beta organizations) adaptation and the other support goals. Instead, 
Alpha organizations can, in the tradition of the machine model (March and Simon, 1958) 
place their emphasis on maximizing output. Mechanistic designs are, of course, classically 
suited for just such circumstances. 

Whatever its form, whether organic or mechanistic, an organization’s design affects its 
performance. Thus—and this is the key to this discussion—the criteria by which that 
performance is assessed are emphasized, or weighted, in accordance with the goal mix the 
organization is trying to achieve. For Beta-like organizations, effectiveness criteria will be 
relatively weighted toward the dimensions of quality of output and responsiveness. Alpha 
organizations, on the other hand, will emphasize efficiency-type criteria. Figure 12—4 
illustrates the effectiveness profiles one would expect to find for our two organizations, Alpha 
and Beta. 


Summary 


The goals-designs-effectiveness relationship may be summarized in three sentences. 
Organizations that emphasize output goals and de-emphasize support-type goals develop 
mechanistic designs. In turn, such designs lead to organizational performance that is most 
appropriately assessed in efficiency terms. Conversely, organizations that emphasize 
support-type goals develop organic designs which in turn lead to performance whose 
evaluation must include qualitative and responsiveness factors. 

We are not suggesting that these latter organizations (Beta-type enterprises) ignore 
output goals or efficiency criteria. Obviously they cannot, especially in a world of scarce 
(and growing scarcer) resources. Rather we are suggesting some relative emphases—we are 
comparing two extreme types. And the result of this comparison is persuasive: consistency is 
critical to an effective goals-constraints-design-outcome relationship. \t is this consistency that 
allows Alpha-type organizations to be distinguished, as we have done, from Beta types. 

These ideas are all represented in Figure 12—5. The figure performs two functions. First, 
it summarizes a great deal of earlier discussion, some of which was captured in Figures 3—6, 
3-7, 3-8, 4-3, 4-4, 11-1, 12-3, and 12-4. Second, it illustrates the consistency we have 
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been describing. As we move from left to right and down Figure 12—5, we cannot help but 
realize that organization design is a mediating process. That is, bearing in mind that an 
outcome 1s desired in terms of what was wanted (goals), we cannot help but realize that 
organization design is indeed what we said it was in Chapter 2: the process of specifying 
optimal combinations of organizational characteristics to achieve desired organizational out- 
comes. 


SUMMARY AND CONCLUSION 


This chapter has dealt with the “punch line” of organization design: overall organizational 
effectiveness. We began our examination with a discussion (in the introductory remarks) of 
the essential nature of the construct. We examined two main views: the goal-centered and 
the natural-systems views. We concluded that the most fruitful approach is a combination of 
the two. Next we considered several sets of effectiveness criteria. We specifically reviewed 
criteria described by Beckhard (1969), Campbell (1976), and Evan (1976). We observed 
again the uulity of marrying the goal-centered and natural-systems approaches for 
understanding organizational effectiveness. Thus organizational effectiveness means that an 
organization is achieving its systems goal mix on a continuing basis. 

Next we considered the thoughts of Child (“What Determines Organization Perfor- 
mance/ The Universals vs. the It-All-Depends’’). Essentially the author asked what factors 
are important to determining organizational effectiveness. As he pointed out, one school of 
thought maintains that certain factors always (universally) determine organizational 
performance. An opposing school argues that such factors vary considerably from situation 
to situation. 

After discussing the pros and cons of each argument, Child concluded that the answer is 
“both of the above.” He detailed that answer by offering the following propositions: 


e Proposition 1: Organizations run by younger teams of top managers will tend to achieve 
higher levels of performance. 

e Proposition 2: Organizations run by formally better qualified teams of top managers will 
tend to achieve higher levels of performance. 

¢ Proposition 3: Organizations run by managers with a substantial personal stake in their 
ownership will tend to achieve higher levels of performance. 

e Proposition 4: The performance standards set by an organization’s management will be 
influenced by the norms of performance among other organizations of a similar type. 

e Proposition 5: The less dispersed top-management objectives are, and the more 
agreement there is among senior managers as to which objectives have priority, the more 
successful the organization will be in attaining them. 

e Proposition 6: In conditions of environmental variability, successful organizations will 
tend to have structures with the following characteristics: 1. arrangements to reduce and 
to structure uncertainty; 2. a relatively high level of internal differentiation, and 3. a 
relatively high level of integration achieved through flexible, rather than formalized, 
processes. 

e Proposition 7: Organizations that increase their degree of formalization to parallel their 
growth in size will tend to achieve higher levels of performance. 
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¢ Proposition 8: Organizations that group their basic activities into divisions—once these 
activities become diversified—will tend to achieve higher levels of performance. 

e Proposition 9: Organizations that design their workflow control and support structures to 
suit their technologies will tend to achieve higher levels of performance. 

e Proposition 10: Organizations that adopt forms of administrative structure consistent 
with the expectations and perceived needs of their personnel will tend to achieve higher 
levels of performance. 


As the propositions imply, Child concluded that certain factors, such as managerial 
qualifications and employee incentives, can be counted on to be important under virtually all 
conditions. Other factors, associated with organization-design characteristics, should be 
varied, so as to coincide with the organization’s market, size, type of production, and so 
forth. 

In the second article, (“When Is an Organization Effective? A Process Approach to 
Understanding Effectiveness”), Steers analyzed several alternative methods for assessing 
organizational performance. These methods range from those using a single criterion to 
those using multiple criteria. He concluded that the most fruitful approach to getting a 
handle on organization effectiveness consists of three related components: 1. organizations 
attempt to achieve an optimal combination of goals (rather than maximize one goal), 2. 
organizations are open systems, and 3. people’s behavior, especially as individuals, is critical 
to organizational performance. 

Steers emphasized that the best way to think about organizational effectiveness is as a 
process: “Instead of specifying the criteria for effectiveness (for example, when is an 
organization effective?), this model focuses on the process of becoming effective (for 
example, what conditions are most conducive to effectiveness?).”” The author concluded 
with a suggestion. If we are to understand organizational effectiveness, we need to place 
greater emphasis on understanding the dynamics associated with effectiveness oriented 
behaviors and processes. 

We wrapped up the chapter with our concluding statement, where we did two things. 
First, we specified a set of four dimensions on which organizational effectiveness can be 
assessed. 

Second, we examined the relationship between effectiveness and organization design. In 
particular, we identified four effectiveness dimensions: efficiency, quality of output, quality 
of work environment, and responsiveness. We explored these dimensions as they relate to 
design characteristics of two hypothetical organizations: Alpha, a static/mechanistic 
organization, and Beta, a dynamic/organic type of enterprise. We concluded by noting that 
the successful pursuit of organizational effectiveness turns on maintaining a consistency 
among the variables that have been the focus of this book: goal mix, design constraints, 
design characteristics, and the design outcomes of organizational climate and effectiveness. 


This chapter brings to a close our examination of specific variables that are involved in 
organization design. We conclude this book with the following section. Chapter 13 contains 
a couple of specific illustrations of organization design. Chapter 14 provides a final look at 
concepts of organization theory and organization design, especially those that are emerging 
and are likely to take on an increasing importance in the next few years. 
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Questions for Review 


. What characteristics as outlined by Beckhard define a healthy, or effective organiza- 


tion? 


. What are the criteria for, or possible indicators of, organizational effectiveness as 


synthesized by Campbell? How are they defined? 


. Evan identifies four processes in his open-systems approach to organizational effective- 


ness. What are these? 
Give examples in the business organization setting for the following indicators/ ratios: 
A OI AO 


Teale COs 


. Child offers caveats about levels of performance in an organization. What are these? 
. What are Child’s 10 major propositions about the factors that determine organizational 


performance? 


. How does Child defend his proposition, “organizations that group their basic activities 


into divisions, once these activities become diversified will tend to achieve higher !evels 
of performance.”? How does he defend his proposition, “organizations that design their 
work-flow control and support structures to suit their technologies will tend to achieve 
higher levels of performance.”’? 


. What are some of the questions Steers believes need to be answered if more meaningful 


approaches to assessing organizational effectiveness are to be developed? 


. What are the advantages Steers sees to a goal-optimization approach to effec- 


tiveness evaluation? 
Steers considers that certain questions should be considered in connection with 
managers looking for better ways to expend their limited resources. What are they? 


Questions for Discussion 


. “An organization is effective to the degree that it accomplishes systemic goals.” 
g Pp y fe 


Examine the implications of this statement for the interrelationship of the two 
effectiveness schemes—goal-centered and natural systems. How does this differ from 
the following statement: “An organization is effective to the degree that it achieves its 
goal mix on a continuing basis.” 


. Which three or four of Campbell’s criteria for possible indicators of organizational 


effectiveness do you consider the most important? How do they relate to each other? 
Which three of Beckhard’s characteristics of a healthy organization do you consider 
most important and relevant? How do they relate to each other? 

How well do you see Evan’s systemic process variables of organizational effectiveness 
applying in colleges and universities? 

“Fvan’s ideas combine the best of both the goal-centered and the natural-systems 
approaches. . . .” Do you agree with this conclusion? Give reasons, based on your 
study of Beckhard’s and Campbell’s approaches. 

Child brings up the question of “whether holding down top management positions is to 
be primarily a reward of age and long service or a recognition of who is best able to meet 
the requirements of the job—quite possibly a relatively young man.” Asa bright middle 
manager in your early thirties, how would you answer this question? As a long-term 
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experienced manager in your late fifties, how would you answer the same question? Is it 
possible to offer any solution to this question that would satisfy both kinds of managers? 
Is it ever possible to separate the subjective components of such responses from the 
objective? 


. Which of Child’s propositions do you find most realistic, persuasive, and valid? Why? 


What personal experiences have you had that might influence your choice of 
proposition(s)? 


. Steers comments that “‘it is difficult to conceive of an organization that would survive 


for long if it pursued profits to the exclusion of its employees’ needs and goals or those of 
society at large.” Can you think of organizations that have done just this and survived? 
In what circumstances might such an organization be able to survive? 


. Choose three of the questions posed by Steers and apply them to one or two of the 


effectiveness-evaluation theories presented earlier in the chapter. Do these theories hold 
up under the scrutiny of Steers’ questions? In what ways do they pass muster, and in 
what ways are they deficient? 


CASES FOR DISCUSSION 


SAVEMORE FOOD STORE 5116 


The Savemore Corporation is a chain of four hundred retail supermarkets located primarily in 
the Northeastern section of the United States. Store 5116 employs over 50 persons, all of 
whom live within suburban Portage, New York, where the store is located. ' 

Wally Shultz served as general manager of store 5116 for six years. Last April he was 
transferred to another store in the chain. At that time the employees were told by the district 
manager, Mr. Finnie, that Wally Shultz was being promoted to manage a larger store in 
another township. 

Most of the employees seemed unhappy to lose their old manager. Nearly everyone 
agreed with the opinion that Shultz was a ‘‘good guy to work for.’’ As examples of his 
desirability as a boss, the employees told how Wally had frequently helped the arthritic porter 
with his floor mopping, how he had shut the store five minutes early each night so that certain 
employees might catch their buses, of a Christmas party held each year for employees at his 
own expense, and his general willingness to pitch in. All employees had been on a first-name 
basis with the manager. About half of them had begun work with the Savemore Corporation 
when the Portage store was opened. 

Wally Shultz was replaced by Clark Raymond. Raymond, about 25 years old, was a 
graduate of an lvy League college and had been with Savemore a little over one year. After 
completion of his six-month training program, he served as manager of one of the chain’s 
smaller stores before being advanced to store 5116. In introducing Raymond to the 
employees, Mr. Finnie stressed his rapid advancement and the profit increase that occurred 
while Raymond had charge of his last store. 

| began my employment in store 5116 early in June. Mr. Raymond was the first person | 
met in the store, and he impressed me as being more intelligent and efficient than the 
managers | had worked for in previous summers at other stores. After a brief conversation 
concerning our respective colleges, he assigned me to a cash register, and | began my 
duties as a checker and bagger. 

In the course of the next month | began to sense that relationships between Raymond and 
his employees were somewhat strained. This attitude was particularly evident among the 
older employees of the store, who had worked in store 5116 since its opening. As we all ate 
our sandwiches together in the cage (an area about 20 feet square in the cellar fenced in by 
chicken wire, to be used during coffee breaks and lunch hours), | began to question some of 
the older employees as to why they disliked Mr. Raymond. Laura Morgan, a fellow checker 
about 40 years of age and the mother of two grade-school boys, gave the most specific 
answers. Her complaints were: 


Questions 


1. Raymond had fired the arthritic porter on the grounds that ‘‘a porter who can’t mop is no 
good to the company.”’ 

2. Raymond had not employed new help to make up for normal attrition. Because of this, 
everybody’s work load was much heavier than it ever had been before. 

3. The new manager made everyone call him ‘‘Mister . . . he’s unfriendly.”’ 


1. At the time of this case, the author, a college student, was employed for the summer as a checker and stockboy in 
store 5116. 


This case was prepared by Professor John W. Hennessey, Jr., Amos Tuck School of Business Administration, 
Dartmouth College. 
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4. Raymond didn’t pitch in. Wally Shultz had, according to Laura, helped people when they 
were behind in their work. She said that Shultz had helped her bag on rushed Friday 
nights when a long line waited at her checkout booth, but ‘Raymond wouldn't lift a finger 
if you were dying.” 

5. Employees were no longer let out early to catch buses. Because of the relative 
infrequency of this means of transportation, some employees now arrive home up to an 
hour later. 

6. ‘Young Mr. Know-it-all with his fancy degree . . . takes all the fun out of this place.” 


Other employees had similar complaints. Gloria, another checker, claimed that’. . . He 
sends the company nurse to your home every time you call in sick.’’ Margo, a meat wrapper, 
remarked ‘‘Everyone knows how he’s having an affair with that new bookkeeper he hired to 
replace Carol when she quit.’’ Pops Devery, head checker who had been with the chain for 
over 10 years, was perhaps the most vehement of the group. He expressed his views in the 
following manner: ‘‘That new guy’s areallouse . . . gota mean streak a mile long. Always 
trying to cut corners. First it's not enough help, then no overtime, and now, come Saturday 
mornings, we have to use boxes? for the orders 'til the truck arrives. If it wasn’t just a year ‘til 
retirement, |’d leave. Things just aren’t what they used to be when Wally was around.”’ The 
last statement was repeated in different forms by many of the other employees. Hearing all 
this praise of Wally, | was rather surprised when Mr. Finnie dropped the comment to me one 
morning that Wally had been demoted for inefficiency, and that no one at store 5116 had 
been told this. It was important that Mr. Shultz save face, Mr. Finnie told me. 

A few days later, on Saturday of the busy weekend preceding the July 4 holiday, store 
5116 again ran out of paper bags. However, the delivery truck did not arrive at 10 o’clock, 
and by 10:30 the supply of cardboard cartons was also low. Mr. Raymond put in a hurried 
call to the warehouse. The men there did not know the whereabouts of the truck but 
promised to get an emergency supply of bags to us around noon. By 11 o'clock, there were 
no more containers of any type available, and Mr. Raymond reluctantly locked the doors to 
all further customers. The 20 checkers and packers remained in their respective booths, 
chatting among themselves. After a few minutes, Mr. Raymond requested that they all retire 
to the cellar cage because he had a few words for them. As soon as the group was seated on 
the wooden benches in the chicken wire enclosed area, Mr. Raymond began to speak, his 
back to the cellar stairs. In what appeared to be an angered tone, he began, ‘I'm out for 
myself first, Savemore second, the customer third, and you last. The inefficiency in this store 
has amazed me from the moment | arrived here. . . .”’ 

At about this time | noticed Mr. Finnie, the district manager, standing at the head of the 
cellar stairs. It was not surprising to see him at this time, because he usually made three or 
four unannounced visits to the store each week as part of his regular supervisory procedure. 
Mr. Raymond, his back turned, had not observed Finnie’s entrance. 

Mr. Raymond continued, ‘‘Contrary to what seems to be the opinion of many of you, the 
Savemore Corporation is not running a social club here. We're in business for just one 
thing . . . tomake money. One way that we lose money is by closing the store on Saturday 
morning at eleven o’clock. Another way that we lose money is by using a 60-pound paper 
bag to do the job of a 20-pound bag. A 60-pound bag costs us over 2 cents apiece; a 
20-pound bag costs less than a penny. So when you sell a couple of quarts of milk or a loaf of 
bread, don’t use the big bags. Why do you think we have four different sizes anyway? There’s 
no great intelligence or effort required to pick the right size. So do it. This store wouldn’t be 


2. The truck from the company warehouse bringing merchandise for sale and store supplies normally arrived at 10 
o'clock Saturday mornings. Frequently, the stock of large paper bags would be temporarily depleted. It was then 
necessary to pack orders in cartons until the truck was unloaded, 
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closed right now if you’d used your common sense. We started out this week with enough 
bags to last til Monday . . . and they would have lasted 'til Monday if only you'd used your 
brains. This kind of thing doesn’t look good for the store, and it doesn’t look good for me. 
Some of you have been bagging for over five years . . . and you ought’a be able to do it 
right bynow . . . .’’ Mr. Raymond paused and then said, ‘‘l trust I've made myself clear on 
this point.”’ 

The cage was silent for a moment, and then Pops Devery, the head checker, spoke up: 
‘‘Just one thing, Mis-tuh Raymond. Things were running pretty well before you came around. 
When Wally was here we never ran outta bags. The customers never complained about 
overloaded bags or the bottoms falling out before you got here. What’re you gonna tell 
somebody when they ask for a couple of extra bags to use in garbage cans? What’re you 
gonna tell somebody when they want their groceries in a bag, and not a box? You gonna tell 
them the manager's too damn cheap to give ‘em bags? Is that what you’re gonna tell ’em? No 
sir, things were never like this when Wally Shultz was around. We never had to apologize for 
a cheap manager who didn’t order enough then. Whatta you got to say to that, Mis-tuh 
Raymond?”’ 

Mr. Raymond, his tone more emphatic, began again. ‘‘l’ve got just one thing to say to that, 
Mr. Devery, and that’s this: store 5116 never did much better than break even when Shultz 
was in charge here. |’ve shown a profit better than the best he ever hit in six years every week 
since I’ve been here. You can check that fact in the book upstairs any time you want. If you 
don’t like the way I’m running things around here, there’s nobody begging you to stay... .” 

At this point, Pops Devery interrupted and, looking up the stairs at the district manager, 
asked, ‘‘What about that, Mr. Finnie? You've been around here as long as | have. You told us 
how Waliy got promoted cause he was such a good boss. Supposin’ you tell this young fellar 
here what a good manager is really like? How about that, Mr. Finnie?’’ 

A rather surprised Mr. Raymond turned around to look up the stairs at Mr. Finnie. The 
manager of store 5116 and his checkers and packers waited for Mr. Finnie’s answer. 


Questions 


1. Given the discussion in Chapter 11, how would you describe the organizational climate of 
Savemore 5116 when Wally Shultz was manager? How about now, under Clark 
Raymond? 

2. What are some likely causes of these differences? 

3. Assume you take over as Mr. Raymond’s replacement. What steps would you take to 
correct the problems you see? 


OCEAN ELECTRONICS, INC. 


In June of 1967, Ralph Roberts graduated from Florida Atlantic University with a master’s 
degree in ocean engineering. Ralph was not the typical June graduate; at age 36 he had 
spent 12 years in the United States Navy. During those 12 years Ralph had learned a great 
deal about naval electronics. The more he studied electronics the more ideas he had about 
ways to improve existing equipment. With little opportunity to have his ideas studied, Ralph 
made an important decision; he left the Navy and, with the aid of his G.I. benefits, entered the 
University of California at Santa Barbara to major in ocean engineering. His academic record 
was spotty. His science, engineering, and math courses all showed outstanding perfor- 
mance, yet his studies in the social sciences and humanities were never more than average, 
and often below average. 


This case was prepared by Professor Thomas W. Zimmerer, Department of Industrial Management, Clemson University. 
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Upon graduation from the University of California at Santa Barbara, Roberts looked to 
continue his education and came to the newly founded Florida Atlantic University in Boca 
Raton, Florida. The location had been responsible for the formation of an excellent 
department of ocean engineering. Ralph’s record in his major allowed him to be accepted, 
and his record at Florida Atlantic University was much above average. His faculty viewed 
Ralph as an outstanding student. His knowledge of practical ocean engineering, gained 
through his years in the Navy, lent much to his research projects. It was during his research 
for his master’s thesis that Ralph made some interesting findings. The result of these findings 
were the basis of a series of ocean electronics sounding instruments whose rate of accuracy 
was three times better than existing equipment. Encouraged by his professors, upon 
graduation Ralph sought financial assistance to establish a production facility to gain the 
rewards of his research. He believed that much of the profits could be diverted into the 
development of an ocean research company to allow Ralph to continue his work. 

Jim Stanton was contacted in May of 1967 by the chairman of the Ocean engineering 
department about forming a corporation to support the work of Ralph Roberts. Stanton 
talked to Roberts, asking him what he wanted in terms of selling the new electronics process. 
Roberts commented that, ‘| want freedom to do research and a company which will 
encourage my research by plowing back profits into the firm.’’ Stanton and two Miami 
associates formed Ocean Electronics, Inc., giving Ralph Roberts 20 percent ownership for 
his patents and put up a total of $1,400,000. 

Stanton stated that, ‘‘We thought we saw a good investment, and we put up the needed 
money. It will be financially rewarding to all involved.”’ 


Jim Stanton: 

to interviewer My associates, David Rubin and Tim O'Leary, and | wanted to invest in a 
company which could take advantage of the rising market for specialized 
electronics. Ralph has some patents which we felt provided the nucleus 
for forming a mutually profitable business venture. We gave Ralph 20 
percent ownership in the company which, in 1969, netted him $15,000 in 
dividends, plus his salary of $10,000 a year. Our prediction for 1970 
indicated that his share of distributed earnings will be in the neighborhood 
of $26,000. That’s not a bad neighborhood, is it? 

Interviewer: No, | guess not. What was your role in the early formation of the company 
and its management? 

Jim: When Ike Lawson, the chairman of the Ocean engineering department at 
Florida Atlantic University, called me and told me of Ralph, | made an 
appointment to visit the campus and meet with both Ike and Ralph. At the 
meeting | was impressed with the capabilities Ralph had shown in his work 
and told him that | would see if capital could be raised. | subsequently met 
with David Rubin and Tim O'Leary, and they agreed to join in the 
venture. 

Now, as far as management, | am chairman of the board and in the early 
stages was active in its management. 

Interviewer: What do you mean, active? 


Jim: Well, Ralph was busy making operational the new inventions, so | hired 
both Ron Able, the manager of sales, and Herb Schultz, the production 
manager. 

Interviewer: Was Ralph ever involved with these decisions? 

Jim: Yes, he concurred on all decisions. He was president of the company but, 


as | said, involved at that time with our technical problems. 
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THE OTHER EXECUTIVES (See Exhibit 1). 
Manager of Production, Herb Schultz, Age 47 


Herb had been hired in December of 1967 by Jim Stanton. Herb had been the assistant 
manager of production of a medium-sized electronics firm located in the southwest United 


States. 


Interviewer: Why did you come with a new firm? Ocean was just being established and its 


Herb: 


future was not secured. 
Well, | like this business. Production is a real challenge. Before, | was the 
assistant manager; | want to be the top man. 


Interviewer: Are you happy you made the change? 


Herb: 


You bet, | came here and started from scratch. | have ordered all our 
production equipment, installed it, designed the work layout, hired and 
trained the men; in general, | feel it’s my area. 


Interviewer: What is the work force in your production area? 


Herb: 


At present we have two other engineers and 15 technicians. We have grown 
from just myself and no one has ever been laid off. In fact, only two men have 
left the shop, and both had offers we just couldn’t match. They left with our 
best wishes for success. 

| think we have a very compatible work group. We have never failed to meet a 
production schedule. Each technician respects his fellow workers and this 
respect breeds cooperation. 


Interviewer: Does Ralph ever interfere with your operation? 


Herb: 


Manager of production 


In the past six months Ralph has been causing us a few headaches. He 
[Ralph] never really cared how we assembled the instruments. He did worry 


Board of directors 
Roberts, Stanton, Rubin, & O’Leary 


President 
R. Roberts 


Executive vice-president 
Tom Clayton 


Manager of sales 
R. Able 


Manager of accounting 
R.C. Quill 


H. Schultz 


Ocean Electronics, Inc. organizational chart 


Interviewer: 
Herb: 
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about quality—he always has—and so have |. My men are proud of our 
quality. Because of the nature of electronic instruments of this type, we 
inspect each before shipment. Lately he has been making all sorts of 
ridiculous requests. Two months ago he wanted us to stop assembly of one 
line so that he could alter the model to include some new improvement he 
had just developed. Well, it took all Ron Able and | could do to convince him 
that it would be better to include the changes on next year’s line. The cost to 
redesign our assembly processes in mid-production seemed to have no 
impact on his opinion. 

Can you still work with Ralph? 

lf Ralph would only go back to the way it was; he does the research, and | 
assemble the instruments. 


Manager of Sales, Ron Able, Age 37 


Ron also came to the company when it was being formed. Ron had been in the ocean 
instruments industry with a major producer and was hired because of his proven selling 
ability. He had many major Washington contacts, which had given him the reputation of 
being the top man in the field when it came to government contracts. 


Interviewer: 
Ron: 


Interviewer: 
Ron: 


Interviewer: 


Ron: 
Interviewer: 
Ron: 


Interviewer: 
Ron: 


What brought you to Ocean Electronics, Inc.? 

Money. | thought that Ocean Electronics was going to be a winner. The new 
technology that Ralph was developing was going to set the pace in the 
future. It is easy to sell the best, and Ralph Roberts had the patents for the 
next generation of ocean instruments. 

How successful has Ocean Electronics, Inc., been? 

Very successful, | believe; and what’s more, this is only the beginning. From 
what | see around the industry, we have the finest electronic ocean 
instruments in the world. The established firms are really sitting up and taking 
notice of our products. !n fact, | will predict that the 1970 sales will be at 
$1,400,000, and that 1971 will approach $3,000,000. 

How would you describe the customer relations of Ocean Electronics, 
Inc.? 

To be truthful, spotty. 

Can you explain further? 

Many of the sales we make are to governmental agencies, primarily the 
Department of Defense. They have very exacting standards, and if you wish 
to compete for a contract, you had better have a product which matches 
their specs. To this point we are great; the technical specialists of the 
Department of Defense evaluate our product and make a recommendation 
that it be purchased over its competitors; then, since we are still small and 
new, we are investigated as to ability to comply with the contract. In other 
words, will we be able to do what we said we could? These personnel are not 
technical types in general. On occasion, Ralph has given these men a tough 


time. Not by design, but Ralph is just not too aware of how to handle these 
visitors. 


What specifically did he do? 
On a number of occasions while we were entertaining visitors, Ralph would 
begin on his favorite conversation: his research and his electronic in- 
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struments. When most of the visitors showed no technical knowledge of the 
workings of the product or the nature of his research, Ralph would put them 
down and just leave, seldom even a good-bye. 

Interviewer: Has this happened with civilian clients as well? 

Ron: Yes, it has. Most people don’t mind eccentrics, but they prefer polite 
ones. 


By June of 1970, Ocean Electronics, Inc., was 2! years old and was a financial success. 
(See Exhibit 2.) 

Company facilities had been expanding and in 1970 the physical plant comprised two 
buildings located in an industrial park in Pompano Beach, Florida. One building, the largest, 
was now used exclusively for production. It had originally served as the entire facility until the 
recent completion of the office building and research laboratory. The research laboratory 
had been designed by Ralph and included the finest in modern electronic equipment. The 
company also owned two boats, which were used as test beds for new equipment and for the 
personal use of the executives. 

Tom Clayton, the executive vice-president, had been hired in 1969 by the board of 
directors to oversee the general operations of the company. Ralph had not really been 
opposed to Tom’s being hired because he felt that this would take a lot of troublesome 
problems off his back. 

Ralph: 

to interviewer | just didn’t realize that business had so many time-consuming problems. 
In research, you work at one problem until it’s solved. This day-to-day 
business stuff was really getting to me. Last year Jim Stanton brought up 
to the Board of Directors the idea of hiring an executive vice-president. 
Jim said he knew of someone with exce!lent qualifications who would 
administer the day-to-day business problems and coordinate with the 
functional area (sales and production). 

Interviewer: What was your reaction to his suggestion? 

Ralph: Well, in 1967 when we started, everything was great. | worked on 
perfecting my inventions and packaging them in a size that fits the needs 
of boat and ship owners. Each product, though identical in theory, 
differed in its application, depending on the size of the ship. For instance, 
an ocean-going freighter is not as limited as to size and weight as a 
30-foot pleasure boat. The 30-foot boat, on the other hand, won’t need 
the range and accuracy of the ocean-going freighter. Then there are 
military uses that completely differ again. Anyway, while | was getting all 


}~<— 1/1/68 thru 12/31/68 —>}«—1/1/69 thru 12/31/69 —»|«—1/1/70 thru 6/30/70 —>| 


Sales (net) 
Less expenses 
Administrative 


$245,000.00 $671,000.00 $584,000.00 


$ 29,000.00 $ 44,000.00 $ 38,000.00 


Operating 160,000.00 361,000.00 261,000.00 

Research 25,000.00 214,000.00 _ 75,000.00 _ 480,000.00] 81,000.00 _ 380,000.00 
Net profit $ 31,000.00 $191,000.00 $204,000.00 
Dividends -0- 75,000.00 


| 
Exhibit 2. Ocean Electronics, Inc. income statement 


Interviewer: 
Ralph: 


462 Section Five DESIGN OUTCOMES 


those technical problems solved, Jim Stanton brought together Ron Able 
and Herb Schultz. He knows about business, and if he said they were 
qualified it was all right with me; besides, | was really busy. 

What happened after you perfected the product? 

When | was satisfied with the product, we began production and started 
our sales campaign. About this time Jim Stanton let me take over the 
reins. By mid-1968 we were showing a profit and the outlook was very 
promising. Ron and Herb were in almost every day about one thing or 
another. Delivery schedules, production runs, pricing polices, discounts; 
it was all new to me. What worried me most was our lack of research. | 
didn’t have the time to get any research done. From the middle of 1968 
until we hired Tom Clayton was a miserable time for me. | felt a little lost 
sometimes. | guess Ron and Herb saw this, and they tried to help. When 
Tom came, it got me back where | wanted to be. 


On a warm July afternoon, Ralph was speaking to Tom Clayton about the proposed cut in 
the research budget. 


Ralph: 
Tom: 
Ralph: 
Tom: 
Ralph: 


Tom: 
Ralph: 


| don’t understand the stockholders; we must do research to prosper. It 
was my research that got this whole thing started. 

Ralph, look at their side. They put up over a million dollars to get this 
company going and they want to get a return on their investment. 
[Interrupts] Return, hell, they want to milk it dry. 

Now that’s not so. You own 20 percent of the company yourself. And, 
besides, the proposed budget for research for 1970 was $110,000 and all 
of it is yours. That was more than a 45 percent increase over last year. 
But I’m on to something, and we need to buy the equipment now. You 
don’t turn research ideas on and off like water from a faucet. 

We understand that, but there are other things to consider. 
[Interrupting] You and your bastard costs. I’m going back to the lab. 
(Ralph leaves.) 


Questions 


1. Are different parties (people, groups) using different definitions of ‘‘organizational 
effectiveness’’ for Ocean Electronics, |Inc.? 
2. How would you help Tom Clayton resolve this difficulty? 


Organization Design 


resent ano luture 


INTRODUCTION TO SECTION SIX 


We have covered a fair amount of territory since the beginning of this book. Back in Section 
One we asked this question: what ideas, concepts, and practices underlie processes of 
organization design? We dealt with that question by discussing two subjects. First, we 
examined a variety of organization-theory concepts (Chapter 1). The purpose of the 
examination was to provide a basis for dealing with the essence of this book, organizational 
design. Just as engineers require a knowledge of physics, organization designers require a 
knowledge of organization theory. 

Our examination of organizational concepts began by tracing the development of 
organization theory. Next we reviewed the currently most useful concept, the open-systems 
approach, exploring the relationships we might reasonably expect to obtain among a 
selected set of critical organizational variables. We also explored the importance of 
uncertainty for organizational functioning. Finally we detailed some important assumptions 
about the human nature of workers that underlay various organizational approaches. 

Second, we focused our attention on organization design (Chapter 2). Organization 
design was defined as the process of specifying optimal combinations of organizational 
characteristics to achieve desired organizational outcomes. We began the examination with 
the reminder that dealing with organizational properties, rather than being restricted to 
dealing with people, is a legitimate and often fruitful approach. Next we took an overview of 
the subject, focusing on two important distinctions: mechanistic-organic organizational 
forms and differentiation-interaction processes. Third, we examined the critical role that 
uncertainty plays in organization design. Finally we developed an organization-design 
framework to be used to structure the remainder of the text (goals-constraints-design-out- 
comes). Using that framework, we used the succeeding chapters to address these 
questions: Why Design? (Chapter 3) What constrains our options? (Chapter 4—6) What do 
we design? (Chapters 7-10) What results? (Chapters 11 and 12) 

In this section, we wrap up our examination of organizational design with two chapters. 
Chapter 13 offers a discussion of a somewhat applied nature, presenting a couple of 
illustrative design processes. Chapter 14, in contrast, is more conceptual, and we return to 
our initial considerations: organization theory and organization design. Here, however, we 
note some changes and some trends. It is fitting that the title of the book’s final article is 
“Designing Organizations to Match Tomorrow.”’ It is to accomplish such an endeavor that 
this effort has been aimed. 


13 
Nome Design 


Aplications 


INTRODUCTORY REMARKS 


In this chapter we depart somewhat from the discussion carried throughout the previous 
chapters. We have progressed from the question, “Why design?” to “What results from 
designing?” We now ask, “How do these ideas work?” To answer this question, we 
consider the problem of design applications. Specifically we investigate the processes that 
designers can use to create and implement their design. 


The Readings 


We open the investigation with an article by Jay W. Lorsch, “Contingency Theory and 
Organization Design: A Personal Odyssey.” In his discussion, Lorsch focuses on four issues 
of organization design—issues that he is convinced are critical to effective designing: 


1. What are the advantages and costs of encouraging variations in organization design 
among the units of large organization? 

2. How do designers choose among various bases of organization: product, function, 
matrix, and so forth? 

3. When should a design incorporate a variety of design options? 

4. How can designers choose between centralization and decentralization? 


The author addresses these issues by applying contingency analysis. As Lorsch puts it, 
“Contingency theory focuses on finding a situationally relevant solution to a given design 
problem.” He discusses each of these issues in terms of situational circumstances, much as 
we have been doing throughout this book. 

In the second article, “A Goal Approach to Organizational Design,” Stefan D. 
Bloomfield and the author describe an attempt to redesign a large public-agency 
organization. Using a set of goal statements elaborated from Gross’ (1969) goal typology 
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(discussed in Chapters 3 and 12), the organization’s design team specified a set of 
organizational properties. The design team first rank-ordered the goal types: 


1. Output 

2. Adaptability / flexibility 
3. Motivation 

4. Positional 

5. Management 


Next, specific objectives that corresponded with the goal types were identified. Various 
organizational properties were then specified—those that would contribute tothe ac- 
complishment of the previously identified goals. Specification of such properties was the 
essence of the design effort. 


Conclusion 


In summary, the purpose of this chapter is to present a couple of organization-design 
examples. That is, we are concerned here with the application of organization-design 
concepts and ideas to specific design problems. The article by Lorsch examines some broad 
issues, and that by Connor and Bloomfield describes a specific attempt at organizational 
design. In the concluding statement we do two things. First, we describe some objectives 
that organization designing serves. Second, we consider several strategies for conducting the 
organization-design process. 


CONTINGENCY THEORY AND ORGANIZATION DESIGN: 
A PERSONAL ODYSSEY 


JAY W. LORSCH 


This paper is a personal odyssey in that it attempts to 
consolidate my experiences over the past decade in 
applying the contingency theory of organization to 
organization design problems. Since becoming a cer- 
tufied professional in 1964, my involvement with these 
issues has been three-fold: first, | have worked as a 
researcher conducting investigations contributing to 
the contingency theory of organizations. The principal 
studies in which I have been involved either as a 
collaborator, dissertation supervisor, or both are, in 
chronological order: Organization and Environment, 
with Paul R. Lawrence; “Organizational Choice: 
Product vs. Function,” Harvard Business Review, with 
Arthur Walker; Managing Diversity and Interdepen- 
dence, with Stephen Allen III; and Organizations and 
Their Members, with John J. Morse. Second, as a 
_ teacher, I have instructed graduate students and exec- 
utives in using theoretical concepts to solve organiza- 
tion design problems. Finally, as a consultant to various 
management groups, | have worked with them in 
applying theoretical concepts to reach decisions about 
organization design for their companies. In these 
application efforts | have been fortunate to deal at 
several levels of organization; at the level of basic 
functional units (a production plant, a marketing 
department, or a research laboratory), at the level of a 
product division, where the principal issues are rela- 
tionships among functional units, and at the corporate 
level, where the issues concern relations among prod- 
uct divisions and between them and the corporate 
headquarters. 

From these experiences I have encountered four 
major issues, which I shall explore in this paper: 


1. The question of uniformity versus differentiation of 
organization design. What are the advantages and 


costs of encouraging variations in organization 
design among the units of a large organization? 

2. The appropriate basis of organization, by product, 
by function, etc. What are the issues managers 
should consider in thinking about such bases of 
dividing up the work of their organizations? 

3. The choice of simultaneous versus stratified struc- 
ture. With the increasing trend to matrix or grid 
structures which incorporate two or more bases of 
organizations simultaneously there is a-need to 
understand what costs and benefits these forms have 
relative to structures where the various bases of 
organizations are stratified (contained at only one 
level). 

4. The long-standing issue of centralization versus 
decentralization. What do these terms mean in 
practice and what guidelines can organization the- 
ory offer the practitioner to think about choices 
along this dimension? 


These issues have several common characteristics, 
which lead me to focus on them. They are examples of 
the tough trade-off decisions which managers face in 
organization design choices. While contingency the- 
ory specifically and organization theory in general do 
provide concepts and propositions for dealing with 
these issues, there are currently important questions 
raised by managers which suggest opportunities for 
further research around each of these issues. In dis- 
cussing my experience with these issues from the 
perspective of researcher, teacher, and consultant, I not 
only shall summarize what I have learned, but also will 
point to major opportunities for more research. In this 
way | hope this paper will not only serve as a summary 
of my experience, but also as a stimulus to future 
knowledge building. 


“Contingency Theory and Organization Design: A Personal Odyssey,” by Jay W. Lorsch, adapted from Ralph H. Kilman, Louis R. Pondy, 
and Dennis P. Slevin (eds.), The Management of Organization Design (1976), pp. 141-65. © 1976 New York: Elsevier, North Holland 


Publishing Co. Used by permission. 


467 


468 


DEFINITIONS 

Before turning to the discussion of these four issues, it 
probably is important to be sure that the reader and I 
are on the same semantic ground by defining what I 
understand both contingency theory and organization 
design to mean. Since this paper is a personal trip, the 
starting point for defining contingency theory 1s as it 
was originally defined by Lawrence and Lorsch 
(1967). Basically, they argue that in effective organi- 
zations there will be a contingent relationship .between 
the organization’s environment and the organization’s 
internal functioning. Such a perspective has not only 
been developed in our own work, but also in the work 
of Thompson (1967), Woodward (1965), Burns and 
Stalker (1961), and more recently Duncan (1972), 
among others. Many of these authors have focused on 
the uncertainty or complexity of the external environ- 
ment as the important contingent variable. 

My own view is that the important variables to 
which organization functioning is contingently related 
are more complex. The first of these variables is how 
homogeneous the major segments of the organization’s 
environment are not only along the dimension of 
uncertainty, but also in terms of the time required to 
get feedback about results and the dominant strategic 
goals which each sector of the environment poses for 
the organization. Environmental homogeneity is im- 
portant because it is clearly related to the state of 
differentiation inside the organization, which-is one of 
the major organization variables I find to be important. 
Differentiation is defined as the extent to which 
organization units are different in terms of members’ 
behavior and orientations and the unit’s formal prac- 
tices. The more heterogeneous the parts of the envi- 
ronment are the more internal differentiation the 
organization will have to achieve to be effective. 

More recent work (Lorsch and Morse, 1974) sug- 
gests that the state of differentiation in organizations is 
not only contingent upon the homogeneity of parts of 
the environment, but also may be contingent upon 
certain predispositions of the members of each unit. 
For example, research units not only are faced with an 
environment with high uncertainty, long-term feed- 
back about results, and goals emphasizing the impor- 
tance of scientific discovery, but they also have scien- 
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tists as their members who prefer autonomy from 
authority, ambiguity, and a chance to work alone. The 
challenge for managers and organization designers is to 
create an organization which will fit not only the 
external environment, but also these predispositions of 
its members. Such an organization would have a loose 
structure, few rules, infrequent evaluations, procedures 
emphasizing long-term and scientific orientations. In 
contrast, if we have a manufacturing unit in the same 
organization, such a unit would likely be faced with a 
more certain and short-term environment where the 
goals emphasize cost and efficiency. The members of 
such units, according to Lorsch and Morse, prefer 
more management control, less ambiguity, and closer 
peer working relationships. Thus the organization 
which fits these conditions would have higher formality 
of structure, ughter controls and procedures, and a 
short time frame for members with emphasis on cost 
and efficiency issues. This would be quite different 
from that appropriate to the research unit (Table 
13-1). Thus, the degree of internal differentiation 
seems to be contingently related to not just environ- 
ment factors, but also members’ predispositions. 

There is, however, another environmental factor 
upon which organization functioning seems to be 
contingent—the pattern of interdependence the envi- 
ronment imposes upon the organization. This is im- 
portant because of its impact on a second major 
organization state, integration (the quality of colla- 
boration among organization units). For example, 
Thompson (1967) identified three types of interde- 
pendence—pooled, sequential, reciprocal (Figure 13— 
1). Lorsch and Allen (1972) have demonstrated how 
sequential interdependence in a vertically integrated 
multibusiness firm required more effort devoted to 
achieving internal integration than in a conglomerate 
firm with only pooled interdependence. 


A A =~—~> B 
| | | A —»> B—»> C —> D 
B Cc D Cc => D 
a. b. c 
Figure 13-1. Thompson's three types of interdependence: (a) 


pooled, (b) sequential, (c) reciprocal 
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TABLE 13-1 


External 
Environment 


Research Uncertain 
Unit Long range 
Science goals 
Certain 
Manufacturing Short range 
Unit Cost/efficiency 
goals 


Members’ 
Predispositions 


High tolerance for ambiguity 
Autonomous of authority 
Working independently 


Organization 
Characteristics 


Low structure 

Few procedures 
Long-term timeframe 
Scientific goals 


Low tolerance for ambiguity 
Direction from authority 
Working independently 


Tighter structure 
More procedures 
Short-term timeframe 
Scientific goals, etc. 


In essence, then, contingency theory argues that 
effective organizations will achieve a congruence be- 
tween the environmental characteristics outlined above 
and the internal states of differentiation and integration 
among its units. Further, it argues that the state of 
differentiation is also contingent upon the predisposi- 
tions of members of the various organization units. But 
this organization perspective also suggests that the 
states of differentiation and integration are essentially 
antagonistic. [he more different organization units are 
the more difficult it is (and the more effort is required) 
_to achieve integration (Lawrence and Lorsch, 1967a; 
Lorsch and Allen, 1972). To achieve both the required 
differentiation and integration, organizations must find 
ways to resolve the conflicts which emerge among 
differentiated units, so as to work together in an 
intergrated fashion. Thus, the day-to-day behavior of 
organization members involves two kinds of activities 
and interactions. First are those aimed at achieving the 
differentiated goals of a particular subunit; for example, 
reaching decisions and implementing them about how 
to operate a production facility on the most efficient 
basis. Second are the activities and interactions which 
involve integrating one unit with another. 

If we bear these two broad categories of behavior in 
mind, we can then turn to what I understand the term 
“organization design” to mean. Fundamentally for me, 
organization design is concerned with planning and 
formal organization variables, which are one important 
way administrators attempt to shape and influence the 
behavior of organization members. These formal vari- 
ables include the structure of the organization (as 
represented in organization charts and job descrip- 
tions), measurements schemes (accounting systems, 


management information systems, performance ap- 
praisal schemes), and reward practices (compensation, 
career paths, benefits, etc.). 


UNIFORMITY VERSUS HETEROGENEITY 
OF ORGANIZATION DESIGN 


This issue has had its genesis for me in one of the 
fundamental tenets of contingency theory—that each 
unit should have an organization design and hence 
members’ behavior which fits its particular external 
environment and its members’ predispositions 
(Lawrence and Lorsch, 1967c; Lorsch and Morse, 
1974). While the underlying reasons for this position 
were outlined briefly above, an elaboration may now 
be useful. First, however, we need to accept the notion 
that there is at least a rough connection between the 
shape of organization design variables and how mem- 
bers behave. 

Accepting this connection between organization 
design variables and behavior, let me state the ar- 
guments from contingency theory for differentiating 
organization design among various organization units. 
First, to the extent that units are dealing with het- 
erogeneous parts of the environment, such differentia- 
tion encourages members’ behavior within each unit 
which is consistent with the unit’s task of dealing with 
its particular external environment. If we conceive of 
an organization as an information-processing system, 
then we basically are arguing that one reason for 
differentiation of organization design is that it creates 
within each unit a pattern of information flows which is 
consistent with the information-processing require- 
ments of the external environment (Galbraith, 1973; 
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Kotter, 1974). A second reason for differentiation is 
related to the motivation of organization members 
(Lorsch and Morse, 1974). The evidence gathered by 
Lorsch and Morse indicates that organization members 
will not only be more effective, but also will gain 
feelings of competence, which are powerful psycho- 
logical rewards, if the design fits members’ predisposi- 
tions as well as the nature of the external environment. 
It is important to stress that in thinking about differen- 
tiation of organization design, | am centrally concerned 
with the issue in relation to the design of functional 
units (e.g., production, sales, research, engineering —to 
use the example of an industrial enterprise). The 
reason for this is that such functional units are usually 
the building blocks of larger product and territorial 
divisions of activity. Therefore, it is within these basic 
units that the issue of the employees’ transaction with 
the organization is generally arranged, and differentia- 
tion in design among them will ultimately lead to 
differentiation among the larger units of which they are 
a part. 

The two reasons for differentiation in organization 
design among functional units (facilitating information 
processing and motivation) are drawn from empirical 
research in which I have been involved. However, a 
reason for differentiation along a quite different orga- 
nization axis has been suggested to me by both my 
teaching and consulting experience. Here I am think- 
ing about the necessity to design organizations which 
fit the predispositions of the organization members at 
various stages of their lives and careers. Recent work in 
human development has suggested that we all pass 
through several stages or crises in our lives (Erikson, 
1960)*. Each of these stages raises different psycho- 
logical issues. For example, in their twenties and 
thirties people are more absorbed in their own careers 
and accomplishments. However, in their forties and 
fifties, as they reassess their accomplishments and 
potential and come to grips more fully with their own 
mortality, people are more apt to be less concerned 
with their own careers and to be more interested in 
bringing along the next generation. At these various 
stages different psychological rewards are more or less 


*Ed. note: Recall the discussion of such stages in Chapter 6. 


salient to the individual. Thus, even within one func- 
tion such as manufacturing, the rewards which a 
manager in his thirties with a young family seeks 
(money, career advancement) may be quite different 
from those desired by a manager in his fifties with a 
grown family (helping to develop the next generation, 
retirement benefits). What is important to motivate 
employees is to create a situation where they are able to 
maximize the rewards they expect from their work 
(Porter and Lawler, 1968). While | would be the first 
to argue for the need for more research about the 
importance of differentiation by career stages, I cur- 
rently view it as an added and useful wrinkle to the 
notion of differentiation of organization design, be- 
cause it should improve the fit between employee 
expectations and organization requirements. Further, 
it is an idea which is entirely consistent with the 
contingency view of designing organizations to fit 
situational realities, including individual predisposi- 
tions. 

So far | have outlined the principal arguments for 
differentiating organization design. Yet since | raised 
this as a major issue, there is clearly another side to the 
argument. It comes from practicing managers when I 
teach or consult with them about these ideas. While 
they accept the requirements for differentiation among 
functional units (or by career stages) as a theoretical 
proposition, when they come down to making choices 
about design, their natural tendency is to opt for 
uniformity rather than differentiation. One reason is 
that they prefer the simplicity of a single compensation 
scheme or measurement procedure. “It is less trouble to 
develop one scheme and less complex to administer,” is 
a common theme. Frankly, this is an area where | 
believe some systematic research could be important, Is 
there a way to assess the psychological and economic 
benefits and costs of designing and administrating a 
simpler, more uniform organization design as opposed 
to a more differentiated one? A part of such a study 
would clearly have to focus upon the issue of equity, 
which is also a major reason managers argue for 
uniformity. Their concern is that treating one group of 
employees differently from another will lead to feelings 
of injustice and unnecessary competition. Lawler’s 
recent work suggests that this is a valid consideration 
(Lawler, 1971). 
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Paradoxically, the prescriptions which occur to me 
as a result of my experience with this issue are quite 
different depending upon which of my three hats I am 
wearing. As a researcher (or in the context of this 
paper a stimulator of research) | would argue for more 
research attention to the cost and benefits of uniformity 
of organization design. Does it affect people’s feelings 
of equity? Is it easier to administer? How does it 
compare with the advantages of differentiation that 
emerge from contingency theory? As a teacher or 
consultant, however, in the absence of hard research 
evidence to the contrary, I shall continue to push for 
more differentiation. This direction makes sense be- 
cause the natural proclivity of my managerially 
oriented students and clients is to opt for uniformity. 
Asa practical matter I feel it is important for them to be 
fully exposed to the other side of the issue,sbecause 
ultimately, as in most administrative issues, I suspect 
we shall conclude that somewhere between the ex- 
tremes is the richest pay dirt. 


PRODUCT VERSUS FUNCTION 


While the issue of differentiation versus uniformity is a 
real concern to practicing managers, the second issue 
which I shall discuss turns out, in my opinion, to be 
more illusory than real. My interest in the question of 
when it is appropriate to choose a functional basis of 
organization or a product basis was first stimulated by 
Arthur Walker, a doctoral candidate at the time, who 
had already had considerable industrial experience. 
Walker felt, and my contacts with managers verified, 
that this was a matter that worried managers as they 
thought about organization design. 

Walker and I agreed that he should examine this 
issue in two production plants for his doctoral research. 
One had a traditional functional organization with 
manufacturing, quality control, scheduling, and vari- 
ous engineering groups reporting to the plant manager. 
The other plant had product organization with several 
organization units, each responsible for one product, 
reporting to the plant manager. Reporting to each unit 
manager were the functional specialists involved in 
manufacturing that product (foreman, engineers, 
schedulers, etc.). Using the concepts from contingency 
theory Walker was able to draw some interesting 


conclusions from this comparison, which we sum- 
marized (Walker and Lorsch, 1968). For routine 
predictable tasks a functional basis of organization 
seemed more appropriate, while when the organization 
was faced with a task of a problem-solving nature, the 
product base of organization was more appropriate. 
While there has apparently been a favorable response 
to this article (it has been reprinted in more books than 
anything else on which I have collaborated) I have been 
increasingly uneasy with it. 

My concern is not with the findings per se, although 
they are clearly tentative and based on limited data. 
Rather my uneasiness is with the premise underlying 
the study and our article that managers faced a 
mutually exclusive choice between a functional and 
product base of organization. This I now feel is a false 
dichotomy, even though many managers talk as if it 
existed. My teaching and especially my subsequent 
consulting work suggest to me that the real issue 
managers face is a question of when, as organizations 
grow, to add a product level of organization to 
coordinate the functional organization around various 
products (Figure 13-2). 

When an organization grows by proliferating prod- 
ucts, the functional structure becomes unworkable, 
because the single management hierarchy is not an 
adequate mechanism to handle all the information 
which needs to be processed to reach integrated 
decisions across several functions. Therefore the orga- 
nization designers decided to insert a new level of 
management—Product Division General Managers, 
whose function is to facilitate integration among the 
functional specialists working on their products. True, 
this means the original functions get split into several 
smaller entities, but the members of the units seem to 
maintain their functional identities, the necessary dif- 
ferentiation, and the sense of competence this allows. 

A second issue, which this discussion suggests could 
be worthy of more explanation, is the question of how 
and why managers use other organization bases (time, 
territory) than function and product. Since Miller’s 
intriguing paper on this subject, | have seen no 
attention devoted to this topic (Miller, 1959). Cer- 
tainly the contributions to organization theory since 
then should enable us to improve our understanding of 
how and why managers combine the financial, prod- 
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div; diva divg 
Sales Mfg. Engineering Sales Mfg. Engineering Sales Mfg. Engineering 
b. 


Figure 13-2. Product and function basis of organizations: (a) functional organization, (b) product organization. 


uct, territorial, and temporal bases of organization. 
Recognizing that there are really at least four bases of 
organization that can be used in organization design, 
and that these are frequently used in complex combi- 
nations at various levels of organization structure, is a 
useful lead into the next issue with which I want to 
deal, the question of what I shall call stratified and 
simultaneous structures. 


STRATIFIED AND SIMULTANEOUS 
STRUCTURES 


During the past decade my contact with business firms 
has revealed an increasing reliance on structural forms, 
which have been labeled matrix, grid, and more 
recently, multidimensional (Goggin, 1974). While I 
generally do not enjoy the terminological debates that 
occupy some social scientists, I did want to find a set of 
terms that was more apt to capture what I see as the 
essential difference between this new form of organi- 
zation and the more conventional structural patterns 
considered above. At first, describing the distinction as 
being between multidimensional and undimensional 
structures appealed to me. But I then recognized (as we 


have just discussed) that most large organizations 
contain more than one basis or dimension of organiza- 
tion. Rather, what is truly distinctive about matrix 
structures is that they combine two or three dimensions 
of organizations simultaneously at the same hierarchical 
level. In contrast, more conventional structures may be 
territorial at one level, functional at the next, and be 
divided by products at the highest level. In this sense 
they are stratified structures. 

To speculate about why simultaneous structures are 
becoming a more common design pattern, it is useful 
first to consider their history. The most widely held 
opinion seems to be that these structures first emerged 
in the aerospace and defense industries particularly 
during the 1950s and 1960s (Goggin, 1974). While 
there is no question that there has been a proliferation 
of these structures in these government-dominated 
industries, | believe these structures, like so many 
human inventions, were discovered and developed in 
several places without any clear originator. Specifi- 
cally, the product manager concept, which emerged in 
consumer product companies as well as some industrial 
firms perhaps a decade earlier, is an example of a 
simultaneous structure. Similarly, the account man- 
agement form of organization, which has been tradi- 
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tional in advertising agencies, is also an example of 
simultaneous structures. My reason for mentioning the 
multiple origins of these simultaneous structures is that 
these examples provide important clues as to what 
organization designers have tried to achieve through 
these structural inventions. 

From a contingency perspective, this simultaneous 
structure seems to be appropriate when the external 
environment and the organization’s size create a re- 
quirement for a complex pattern of differentiation and 
integration simultaneously at the same organization 
levels. This is true whether we look at the wide array of 
scientists and engineers who must collaborate to build a 
rocket to put a man on the moon; or artists, copy- 
writers, consumer researchers, and marketers develop- 
ing an advertising campaign; or research, engineering, 
manufacturing, financial, sales, and marketing person- 
nel promoting and selling soap. In all these instances 
there are several groups of functional specialists whose 
different points of view must be maintained for effec- 
tive results as well as to assure their motivations. 
Further, it is critical to focus the efforts of some of these 

" specialists on one set of products, while others work on 
another. Thus there is a need for differentiation not 
only by function but also by product. At the same time 
integration is required among the several groups of 
specialists working on each product to achieve unity of 
effort, while integration also must be achieved within 
each function to allocate resources and effort and to 
standardize approaches and methods where this 1s 
necessary. 

The external environment creates these require- 
ments in the sense that the information that must be 
processed requires several sets of specialists and also 
because it requires a simultaneous set of interdepen- 
dent decisions. The uncertainty and rate of change of 
information also is important because the more uncer- 
tain and more dynamic the information in the environ- 
ment, the more organization members have to rely on 
face-to-face communications to explore options and 
reach decisions. Prearranged procedures, schedules, 
and plans are simply not adequate integrative mecha- 
nisms under such conditions. 

Another aspect of the external environment, which 
can create the need for such complex patterns of 
differentiation and integration, is the life span of 
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products or projects. Where there is relatively short 
life span, it is desirable in both human and economic 
terms to be able to move personnel from one project to 
another. The integration this requires over time can be 
well managed by the functional and product sides of 
the organization working together. This latter point is 
closely connected to the issue of organization size. Not 
only do simultaneous structures facilitate the allocation 
of human (as well as financial and technical) resources 
from one project or product over time; it enables 
several products or programs to share the same re- 
sources at a given point in time. Thus an engineer may 
work on more than one aerospace project simulta- 
neously, a copywriter may write for several advertising 
campaigns, or one plant can produce several products 
concurrently. When the organization is of a small 
enough size in relationship to the number of relatively 
independent activities to be performed, a simultaneous 
structure will facilitate such resource allocation deci- 
sions by providing functional and product managers 
who can consider the issues from their differential 
viewpoints, resolve conflicts, and reach integrated 
decisions. 

So far, in considering the contingencies that I believe 
make a simultaneous structure appropriate, I have 
focused on two diverse structures: product (or project) 
versus function. The points which I have been making 
are even more apparent in three-dimensional situations. 
The most obvious example is the multinational firm, 
where differentiation and integration by function, 
product, and territory are frequently required simulta- 
neously. The complex multinational environment re- 
quires managers who have functional expertise and 
knowledge to collaborate with other managers who are 
specialists in product know-how and who focus their 
effort on the health of their products. Both of these 
groups must also coordinate their efforts with another 
set of managers who know about conditions in various 
parts of the world and who are interested in results in 
their respective geographic spheres. It is, therefore, not 
surprising that simultaneous structures have become a 
prevalent and apparently workable solution to deal 
with such complex requirements for differentiation and 
integration. 

In summary, I am suggesting that simultaneous 
structures have clear advantages over stratified ones 
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where the organization is of a size or faces environ- 
mental conditions such that a set of tradeoff decisions 
must be made among several differentiated points of 
view to achieve integration concurrently along at least 
two dimensions of organization. Managers with whom 
I have worked either as a teacher or consultant have 
little difficulty understanding the logic of this argu- 
ment. Therefore, while | am not suggesting that we 
should not have more systematic research to nail down 
the conditions under which simultaneous structures are 
appropriate, this is not the primary area in which | 
think more investigation is needed. Rather, like the 
other two major issues discussed above, my concern 
stems from my experience in watching managers 
deciding whether such structures will work for them 
and how to make them function effectively. 

These managerial concerns stem from two sources. 
First is the intrinsic complexity of simultaneous struc- 
tures. Such structures frequently mean one individual 
finds himself working for at least two supervisors. 
There can be a great deal of ambiguity about one’s 
legitimate individual responsibility. This can mean 
conflict within the person and/or between his bosses 
about what he or she should be doing. These conflicts 
are in addition to those which naturally emerge from 
the differentiated points of view existing at the same 
level. The second point of managerial concern, which 
is clearly connected to the first, is a belief many 
managers seem to have in the sanctity, of the unity of 
command (Davis, 1974). The idea that a structure in 
which many individuals have more than one boss can 
be workable is difficult for many managers to accept. 
There is also the concern expressed that only individu- 
als can be held accountable. The idea of holding a 
group of individuals jointly responsible for results is 
anathema to many managers. Yet in a simultaneous 
structure this is often required. For example, the 
profitability of product A in country B may be the 
result of actions and decisions taken jointly by func- 
tional, product, and area managers, and they must be 
held accountable collectively. Even when confronted 
with numerous examples that illustrate that it can 
work, and by first-hand reports from experienced 
managers who have seen this sort of structure work, 
many managers find it hard to accept. 
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Another closely related issue with which I have 
observed managers struggling in building simultaneous 
structures, is how to determine measurement and 
reward schemes that fit. In mentioning this issue | am 
reemphasizing my assumption that to have a maximum 
impact on behavior an organization design must be 
developed so that all the elements are internally 
consistent with each other. Structure, measurement, 
and rewards must fit together to encourage behavior 
that is consistent with the external environment and 
rewarding to individual members. 


CENTRALIZATION AND 
DECENTRALIZATION 


The final major issue which I wish to discuss is another 
example of the sort of faddism that concerns me. As I 
have observed the organization scene during the past 
decade I have been fascinated by the frequent pen- 
dulum swings as managers shift their organization 
approaches from what they label a “centralized” 
approach to a “decentralized” one or vice versa. Much 
of this actually takes the form of changes in organiza- 
tion structure, rewards, and measurement and is 
usually accompanied by public relations announce- 
ments revealing the dawning of a new era in the 
management of the corporation. Let me be clear— 
some of this activity is well thought out and has even 
been well documented (e.g., Cordiner’s account of the 
organization change at General Electric and Sloane’s 
even more comprehensive statement of his experience 
at General Motors.) (Cordiner, 1956; Sloane, 1964.) 
But in many companies there has been a tendency to 
follow the trend by such major companies without any 
careful thought to whether what a General Motors or 
Dupont does is appropriate for that company 

If | have seemed vague to this point about defining 
the terms centralization and decentralization, this is 
intentional. As Allen and I (Lorsch and Allen, 1972) 
began to write about all the data we had analyzed and 
the pattern of differentiation, integration, and conflict 
resolution we had found in the companies studied, we 
asked ourselves, how do mangers talk about these 
issues, how can we communicate with them? It was 
then we recognized how unclear both managers and 
organization theorists were about what decentraliza- 
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tion and centralization really meant. The most widely 
accepted definition was that what distinguished a 
centralized organization from a decentralized organi- 
zation was the distribution of authority to make 
decisions. But as we reviewed our own findings this 
definition seemed highly inadequate, since we could 
clearly see that the distribution of decision-making 
authority was only one piece of a complex pattern of 
factors which were descriptive of the multibusiness 
organizations we were studying. 

It was at this point .that we happened to reread 
Drucker’s account of decentralization at General 
Motors (Drucker, 1946). He concluded that the term 
decentralization really referred to a whole new social 
order which had two functions: to allow each product 
division to be effective and to weld the whole corpora- 
ton together. This way of thinking about these issues 
was highly consistent with our own emerging view. In 
both his description and our own data the parameters 
which indicate how centralized or decentralized a 
multibusiness organization is include: 


_1. The degree of differentiation in terms not only of 
power but also time perspective, goals, and unit 
structure 

2. The formal integrative mechanism (structure, 
reward, measurement) used to tie the parts together 

3. The flow of information throughout the organiza- 
tion 

4. The pattern of decision making and conflict resolu- 
tion 


Where we found ourselves in disagreement with 
Drucker was in regard to the emphasis he seemed to 
put on decentralization as a panacea to the organization 
problems of many large firms. Our own approach, as 
the reader will appreciate, was to attempt to under- 
stand the contingent relationship between these orga- 
nization characteristics and the firms’ total environ- 
ment. 

Basically, what we have found is that the pattern of 
these internal characteristics appropriate for effective 
functioning depends upon two environmental factors. 
First is the diversity of businesses in which the 
company is involved. Here our concern is with the 
same sort of informational properties that Lawrence 
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and Lorsch focused upon, only now our concern was 
with the total pattern of information facing each 
business as well as the headquarters. The more diverse 
these parts of the environment are the more internal 
differentiation required in orientations and organiza- 
tion practices. The second environmental factor found 
to be of critical importance was the interdependence 
required by the environment among divisions and/or 
with the headquarters. Using Thompson’s typology of 
interdependence we found that highly diversified firms 
operated in environments where only pooled interde- 
pendence was required between the divisions and the 
headquarters (Thompson, 1967). Effective firms of 
this type were able to achieve this simple form of 
integration even in the face of high differentiation with 
relatively little effort on the part of managers and with 
quite simple integrative devices. The only integrative 
device was the group vice president’s position, which 
was a new level in the hierarchy as the firm grew and 
added product divisions. Such other integrative mech- 
anisms as the corporate staff and planning systems 
could be kept relatively simple. 

In contrast, in the vertically integrated firms the 
interdependence required was more complex, with a 
sequential pattern among divisions and a pooled pattern 
between the divisions and the headquarters. Here the 
effective firm required more integrative effort and 
more complex integrative mechanisms. For example, a 
large corporate staff was in order because the divisions 
all shared certain technical and/or market problems 
and also because the flow of materials among them had 
to be managed. Similarly, a more complex planning 
system was in order. Also, in these situations more 
influence over major decisions at the corporate level 
was appropriate to manage the interdependence 
among divisions. 

In summary, our findings suggested that the ques- 
tion of choosing a design along the decentralized or 
centralized continuum was more complex than just 
changing the delegation of authority. It also involved 
creating formal devices to achieve the pattern of 
differentiation and integration required by the envi- 
ronment at the corporate-divisional level. This clearly 
involves not only the design elements mentioned above 
(corporate staff, planning systems, and group vice 
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president positions) but also the type of measurement 
scheme and reward practices. 

Again, my concern in raising these issues is not with 
what Allen and I have learned so far, although again I 
would urge more studies to confirm, elaborate, and 
modify our findings. Rather the issues go beyond what 
we learned, One important issue is why there is this 
pendulum tendency in so many companies. Why the 
oscillation between a centralized mode and a decen- 
tralized mode? Several explanations suggest them- 
selves. One is that choices about corporate strategy 
modify the environmental requirements facing the 
company. As managers make strategic decisions, they 
add a new subsidiary, create new interdependencies, 
etc.; such occurrences, in effect, redefine the environ- 
ment in which the company operates. Under this view 
the shifts in organization emphasis would be an appro- 
priate response to changing environmental require- 
ments. Another explanation is that exogenous eco- 
nomic conditions create pressures for change. For 
example, I have observed several companies in the past 
two years make decisions to “centralize” certain func- 
tions. Basically what they are doing is changing the 
organization so that certain activities previously carried 
out in the product divisions are done in a corporate 
unit. Again, such changes affect the pattern of dif- 
ferentiation, integration, and decision making. For 
example, when purchasing is centralized, the need for 
interdependence between the corporate headquarters 
and divisions is greater. Such changes seem to be made 
because external conditions dictate them. The rising 
cost of raw materials means purchasing should be 
centralized to share central expertise. The increased 
regulations and problems with employee relations 
suggest centralizing the personnel activity. Finally, of 
course, the.general concern with profits can lead to a 
decision to reduce duplication in certain functions at 
the division level where economics of scale seem 
possible. Again, all these possibilities suggest poten- 
tially valid reasons for the shift from one organization 
mode to the other. The final explanation of this 
pendulum effect is simply that managers shift to follow 
the prevailing management fashion. What we need, it 
seems to me, is a more thorough understanding of why 
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these changes are made. Do any of these explanations 
make sense? To what extent do managers understand 
and have a valid rationale for such shifts in design? 
With such knowledge we can more intelligently guide 
managers in making design choices. 

A second research opportunity that suggests itself in 
this area is to enhance our understanding of how 
measurement and reward schemes can be designed to 
reduce unnecessary conflict and competition. One of 
the clear advantages of a decentralized design, which 
permits divisional autonomy and differentiation, is the 
psychological satisfaction it gives division managers. 
They feel and act as if they were operating their own 
enterprises and this is intrinsically rewarding. A prin- 
cipal design tool used to gain this result is the profit 
center concept. Each division’s top managerment 1s 
measured upon and rewarded for divisional profits. 
The difficulty arises when upper management, for any 
number of legitimate reasons, decides to change signals 
and create a more interdependent and centralized 
design with more control at the top. Ideally, they 
would like to achieve this without sacrificing the values 
of divisional autonomy. The design tools used to do this 
are usually some form of transfer pricing, which has the 
unfortunate consequence of producing much unneces- 
sary game playing and nonproductive conflict (Dear- 
den, 1967). 

Whether those of us interested in organization 
design can find more adequate solutions to this problem 
than managers is the question I would raise, in the hope 
it would stimulate some to try. Whether the answer 
comes from empirical research studies, better concep- 
tualization, or just plain old-fashioned invention, it 
seems to me it is a most important issue. From my 
observation, management's inability to find a more 
adequate solution has created many situations where 
acquisitions have not lived up to their full potential and 
where new opportunities cutting across divisions have 
not been realized. To solve many of the complex 
system-wide problems our society faces, such as mass 
transit and housing, gaining such crossdivisional coop- 
eration in large companies is necessary. In this sense I 
think the stakes are large not just for individual firms, 
but for the whole society. 


A GOAL APPROACH TO ORGANIZATIONAL DESIGN 


PATRICK E. CONNOR and STEFAN D. BLOOMFIELD 


Using organizational goals as a starting point in an 
organizational design study is suggested by the concept 
of organizational rationality. The predominant view in 
the literature on organizations—from the classicists 
(Gulick and Urwick, 1937; Weber, 1958), to the 
open-systems advocates (Katz and Kahn, 1966; 
Thompson, 1967), to the empiricists (Blau and 
Schoenherr, 1971; Hall, 1972; Pugh et al., 1969: 
115—26)—has been that the “organization is conceived 
as an ‘instrument’—that is, as a rationally conceived 

means to the realization of . . . goals” (Gouldner, 
1959: 404). Indeed, the essential purpose of formal 
organizations is “the pursuit of relatively specific 
objectives on a more or less continuous basis” (Scott, 
1964: 488). Thus, as Gross (1969: 277) observed, 
“The central concept in the study of organizations is 
that of the organizational goal. . . . It is the presence 
of a goal and a consequent organization of effort so as to 
maximize the probability of attaining the goal which 
characterizes modern organizations.” 

This viewpoint establishes a rationale for organiza- 
tional structure: “The specific goals pursued will 
determine in important respects the characteristics of 
the structure” (Scott, 1964: 290). That is, within the 
framework of rationality, organizational structures are 
the tools for effectively pursuing organizational goals 
(Gouldner, 1959). The resurgence of contingency 
theories of organization reflects this idea; organizations 
are designed, continually redesigned, and managed to 
best accomplish their purposes under prevailing condi- 
tions. Borrowing from engineering terminology, goals 
are the specifications to which organizations are de- 
signed. 

When goals serve as the basis for organizational 
design, the set of goal specifications must be com- 
prehensive, yet analytically and operationally tractable. 
Unfortunately, the process of specifying goals is 


usually arduous and frustrating. Organizations have 
multiple goals (Hall, 1972; Perrow, 1970), of which 
many are difficult to define and often seemingly 
contradictory (Wildavsky, 1972: 509-20). Although 
goals such as production quotas, profit levels, and 
product parameters are relatively easily stated, goals 
relating to quality of service, intérnal morale, external 
image, and organizational flexibility are usually diffi- 
cult to specify quantitatively. The familiar dependence 
on proxy variables in such cases may yield precise 
results only at the expense of significant distortion in 
later evaluation and analysis (Etzioni, 1960: 275—78). 

As a consequence, an attempt to elicit a comprehen- 
sive list of organizational goals usually produces a 
lengthy and awkward compilation of statements— 
some relating directly to specific structural properties, 
and others phrased in lofty generalities with heavy 
political overtones. Procedures must then be developed 
to reduce such sets of goal statements to a form more 
amenable to analysis. In particular, the goals must be 
arrayed in a way that facilitates assigning priorities 
among goals, and allows for their operational restate- 
ment. 


STRUCTURING ORGANIZATIONAL GOALS 


The need suitably to structure sets of organizational 
goal statements is addressed by developing a body of 
evidence which finds that there exists only a limited 
number of distinct goal types (Hall, 1972). Perrow 
(1970), for example, observed that organizations are 
subject to many influences, and as a result pursue five 
major goal categories. While differing in some respects 
from Perrow’s formulation, the findings of Edward 
Gross (1969: 277—94; 1968: 518-44; 1974) support 
the categorization of organizational goals into five goal 
types. The work of Bertram Gross (1965: 195-216) 
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on organizational effectiveness led him to identify 
seven different goal types for organizations. 

These typological approaches to defining organiza- 
tional goals share two important properties. First, each 
recognizes that organizations are characterized by a 
variety of goals; as on-going social systems, organiza- 
tions maintain activities and resources directed to many 
purposes. But, significantly, these purposes can be 
conceptually grouped into a small number of well- 
defined categories. Second, output goals constitute 
only one goal type in each of the formulations, although 
these goals are usually distinguished by their impor- 
tance to organizational survival and prosperity. In 
comparison, other types may be most properly viewed 
as support goals (Gross, 1969: 277—94; 1974). 

A typological approach to organizational goals pro- 
vides a helpful mechanism for dealing with “complex 
sets of . . . attributes by identifying a more parsimo- 
nious set of constructs” (McKelvey, 1975: 509-25). 
Of course, organizations vary in the relative emphases 
given to different categories of organizational goals, 
particularly the support goals. Identifying the set of 
relative emphases, the organization’s goal mix, estab- 
lishes a ranking of individual goals corresponding to the 
ranking of their goal category. For goals that suggest 
specific structural properties (Lawrence and Lorsch, 
1969; McKelvey and Kilman, 1975: 24—36; Scott, 
1964), this ranking may be extended to the subsequent 
selection of design characteristics, providing a mecha- 
nism for resolving conflicts among such characteristics. 
Finally, the structure imposed on the goal identification 
process through use of a typology serves an auditing 
function by pointing out duplication within the list of 
goal statements, and by revealing areas in which 
important organizational goals may have been inadver- 
tently omitted. 


SPECIFYING ORGANIZATIONAL 
CORRELATES 


A goal approach to organizational design requires 
specifying structural properties which will facilitate the 
accomplishment of these goals. That such a specifica- 
tion is possible follows from Etzioni’s (1960: 257—78) 
concept of a real goal (or what Perrow [1970] terms an 
operative goal): one that is actively being pursued by a 


substantial part of the organization. This pursuit is 
reflected in members’ activities and resource utilization 
patterns. Directing resources toward goal accomplish- 
ment, however, requires a variety of organizational 
design characteristics—control mechanisms, depart- 
ments, communication links, and so on. These charac- 
teristics comprise what may be termed the goals’ 
organizational correlates. Conflicts between different 
organizational correlates may be resolved by reference 
to the priorities previously assigned to the goals them- 
selves through use of the typology. 

The specific methods used to categorize goals, assign 
priority rankings, identify organizational correlates, 
and specify a final organizational design probably will 
vary considerably among different types of organiza- 
tions and between differently constituted“ organiza- 
tional study teams. The following case study illustrates 
these methods. 


AN APPLICATION 


A unit of a large federal agency used a goal approach 
for their organizational redesign. The agency main- 
tains its principal offices in Washington, D.C., with 
subordinate units at regional, local, and field office 
levels. A formal line and staff structure exists at the 
Washington offices, creating a clearly defined hierar- 
chy for both staff specialists and line officers. Staff 
positions correspond to the agency’s traditional mis- 
sions, called functions. Staff personnel obstensibly act 
as technical specialists in their respective functional 
areas, reporting to and advising line officers. The line 
officers are delegated the sole authority to issue direc- 
tions and orders within their specified areas of respon- 
sibility. 

Two principal factors prompted the agency’s deci- 
sion to explore possible organizational redesign. The 
first was the gradual expansion of the agency’s roster of 
functional specialists, paralleling the emergence of 
specialized technical disciplines within universities. 
The attempt to incorporate these disciplines into the 
prevailing organizational structure revealed basic in- 
compatibilities between the traditional functional areas 
and the new technical specialties. These difficulties 
were compounded by the need to accommodate new 
interdisciplinary, and consequently interfunctional, 
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specialties. Agency management believed that the 
resulting structural arrangements blurred the estab- 
lished functional roles, promoting interfunctional ri- 
valry and reduced organizational effectiveness. 

The second factor was a growing tendency for 
functional staff personnel to bypass designated line 
authority and to issue orders directly This was most 
noticeable in the functional areas central to the 
agency’s primary missions. The tendency of staff 
personnel to oversee directly operations within the 
central areas was extremely frustrating to the line 
officials whose managerial prerogatives were being 
usurped, especially since these line officers—in contrast 
to many other federal agencies—were career officials 
rather than political appointees. 

These developments led agency management to 
believe that the formal organizational structure was no 
longer adequate to administer effectively the agency’s 
missions. Therefore, selected regional and local offices 
were directed to develop new structures more appro- 
priate to their individual needs. One such unit was a 
local office, of about 550 employees, that had played a 
flagship role in several aspects of the agency’s missions. 

Rather than unilaterally developing and imposing a 
new organizational design, local management ap- 
pointed a study team of employees to propose a new 
organizational structure. The team was composed of 
six employees representing several different hierarchi- 
cal levels and functional areas. These members were 
selected on the basis of their observed interest and 
commitment to the organization, without regard to 
their overall knowledge of the organization or their 
previous managerial experience. The resulting lack of 
managerial expertise within the team, coupled with a 
restrictive time constraint, precluded the use of many 
sophisticated procedures otherwise appropriate in such 
a redesign study. The authors participated in the study 
as technical resource personnel, charged with provid- 
ing occasional guidance to the study. process and 
monitoring its validity. In order that the final recom- 
mendations be credible as an in-house product, the 
authors were cautioned that all value judgments, 
decision criteria, and ultimate design specifications 
should be those of the study team members solely. 

To augment its limited knowledge of the local 
office’s missions, the design team initially compiled a 


comprehensive list of goal statements for the organiza- 
tion. [his list was generated by soliciting inputs from 
employees at all levels of the local office, as well as 
obtaining official guidelines issued from the Washing- 
ton and regional offices. This produced a set of 
forty-six goal statements, ranging from quite specific to 
extremely general. Several goals related directly to 
structural properties of the organization, and others 
had no apparent organizational correlates. The length 
and extreme diversity of this set of goal statements 
suggested the need for a goal typology to facilitate the 
analysis. 


THE GOAL TYPOLOGY 


Selection of an appropriate goal typology was gov- 
erned by three criteria: the typology must be scientuifi- 
cally supported, directly applicable to the organization, 
and meaningful to the design team. The authors 
suggested the classification scheme developed by 
Edward Gross (1969: 277-94; 1968: 518—44; 1974) 
categorizing organizational goals into five principal 
classes as follows: 


1. Output Goals. Those goals that are reflected in 
products or services intended to affect society. 

2. Support Goals. a. Adaptation Goals— Those goals 
reflecting the need for the organization to cope 
effectively with its environment; these concern the 
need to attract clients and staff, to finance the 
enterprise, to secure needed resources, and so on. 
b. Management Goals— Those goals reflecting the 

need to administer the organization, to handle 
conflict, and to establish priorities for attending 
to output goals. 

c. Motivation Goals— Those goals directed toward 
developing a high level of satisfaction on the part 
of staff and clients. 

d. Positional Goals—Those goals aimed toward 
maintaining the organization’s position and 
image in comparison to other organizations in 
the same industry, and in the face of attempts or 
trends to change its position. 


The authors considered the validity of this typology 
to compare most favorably with those of Perrow 
(1970), Bertram Gross (1965: 195-216), and others 
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(Lawrence and Lorsch, 1969; Parsons, 1960; Thomp- 
son and McEwen, 1958: 23-31). Edward Gross’s 
categorization appeared to be the result of more 
systematic examination than the others, having been 
derived as part of an extensive empirical research 
program (Gross, 1968: 518—44; 1974). 

The design team agreed that Gross’s typology was 
pertinent and would be useful. Team members en- 
dorsed the notion that output goals form a superordi- 
nate class of their own—the raison d’etre of the 
organization. Other goals, by contrast, were seen as 
ends intended to better facilitate achievement of the 
output goals. The support-goal subcategories, more- 
over, seemed well-suited to the organization. Being 
employees of an agency subject to extensive and often 
sensitive dealings with the public, team members 
readily acknowledged the existence and importance of 
adaptation goals. Although lacking formal managerial 
training, team members appreciated the need for well- 
coordinated organizational maintenance activities, and 
thus endorsed the necessity of management goals. 
Finally, as representatives of different constituencies 
within the organization, team members expressed 
strong concern that the organization maintain as 
favorable a working climate as possible, and strive to 
retain the unique character distinguishing it from its 
sister agencies. This concern led the team to support 
identification of motivational and positional goals. 


ESTABLISHING THE GOAL MIX 


Realizing that the original list of goal statements might 
yield conflicting prescriptions for organizational struc- 
ture, the study team thought it prudent to identify the 
agency’s goal mix early in the redesign process. The 
team recognized, moreover, that assigning priorities to 
the categories of the goal typology would serve not 
only to establish corresponding rankings for individual 
goals, but also would encourage team members to 
adopt a total-organization viewpoint emphasizing 
large-scale, overall goals. 

The process used to assign goals to the five catego- 
ries of the typology was tedious but straightforward. 
Each goal was thoroughly discussed and assigned—by 
consensus—to one or more categories. Many goals 


addressed several classes of organizational goals. For 
example, the goal statement, “Decision making 

. must de-emphasize intuitive reliance in favor of 
the increased capability and options offered by sophis- 
ticated analytical and computer systems,” clearly per- 
tained to the class of management goals, but was also 
thought to reflect adaptation and positional goals; it was 
therefore assigned to all three categories. 

The subsequent process of assigning priorities to the 
typology was conditioned strongly by the context of 
the redesign study. Although many mechanisms exist 
for formally gathering and incorporating wide-scale 
organizational input into such a ranking task, the study 
team rejected such efforts as impractical within their 
time constraints. Instead, since the team was formed to 
represent several employee constituencies, team mem- 
bers decided to rely on their own perceptions of the 
agency’s role, as reinforced or modified by the now- 
categorized goals. The goal typology, therefore, was 
extensively discussed within the group until a con- 
sensus was achieved for the assignment of priorities. 
Table 13-2 presents the goal typology as rewritten by 
the study team, and as ranked to display the agency’s 
goal mix. 


DEVELOPING ORGANIZATIONAL 
CORRELATES 


Developing structural properties corresponding to the 
set of goal statements was also a relatively straightfor- 
ward, albeit judgmental, process. The design team 
examined each goal statement to identify one or more 
organizational correlates. For example, one goal state- 
ment was: “Increase public confidence in the organi- 
zation’s competence and credibility in long-range 
planning, especially by providing that decision making 
be open and visible to the public.” The design team 
decided that pursuit of this goal would be facilitated by 
creating “a formal long-range planning unit whose 
charge includes acquiring input from the public.” This 
organizational correlate was then designed into the 
emerging structure. 

Through these activities, decision-making units 
were formed, linking pins were established, formal 
communication paths were identified, and job descrip- 
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TABLE 13-2 GOAL TYPOLOGY ADOPTED 
BY THE ORGANIZATION 


Priority 
1 Output 


Goal Type Organizational Description 


The organization exists for the purpose 
of producing output. Normally output is 
tangible, although some may be intan- 
gible and feature lack of organizational 
activity, such as pleasant experiences 
on the part of the public served. 


This class of goals deals with the ability 
of the organization to respond to exter- 
nal stimuli whether they come from 
out-of-agency or from other and/or 
higher units in-agency. Examples: se- 
vere budget cut, increase in delegation 
to units, changing program needs, pub- 
lic concerns, emergencies. 


Synonym is morale. This class of goals 
involves maintenance and improvement 
of those forces which cause employees 
to want to perform tasks for the organi- 
zation. A normal organization cannot 
function in the absence of employee 
motivation. 

This class of goals speaks to the char- 
acter of the organization as the public, 
customers, politicians, employees, and 
prospective employees see it. This is the 
general tenor of the organization; the 
impressions it gives to those that come 
into contact with it. This is what makes 
one organizational unit appear some- 
what different from another. These 
goals are closely allied to motivational 
goals. 


Organizations have goals as to how 
they wish to administer organization 
resources in terms of such organiza- 
tional properties as structure, commun- 
ication processes, lines of authority, 
decision-making processes, and con- 
trol processes. 


2 Adaptability / 
flexibility 


3 Motivation 


4 Positional 


5 _ Management 


tions were modified. In short, a variety of organiza- 
tional correlates were specified by the team and were 
then assigned priorities corresponding to those of the 
goal statements from which they derived. 

It should be noted that the process of developing 
organizational correlates was actually less tidy than is 
suggested here. Each goal statement was exhaustively 
discussed and analyzed to isolate any content relevant 
to structural properties of the organization. Some goal 
statements had no implications for structure—for ex- 
ample, ‘Utilize available local-unit personnel skills and 
training to meet program requirements.” It was also 
discovered that many of the organizational correlates 
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were implied by more than one goal statement; in such 
cases, the correlate was assigned a priority equal to that 
of the highest ranked statement. In all, the forty-six 
goal statements produced twenty-six distinct organiza- 
tional correlates. Finally, many goal statements con- 
cerned factors not necessarily appearing on an organi- 
zational chart, but rather relating to tasks for managers 
or their departments. These tasks were described in a 
narrative forming an integral part of the redesign 
proposal. 

Table 13-3 presents an illustrative sample of some 
goals and their organizational correlates. 


DEVELOPING THE 
ORGANIZATIONAL DESIGN 


The final task facing the study team was to develop a 
new organizational design incorporating the organiza- 
tional correlates. First, each member independently 
developed a broadbrush design comprised solely of 
organizational elements implied by the correlates. This 
demonstrated the degree to which the correlates were 
perceived to specify an organizational structure. With 
these initial designs displayed before them, the team 
members developed their recommendations after ex- 
tensively discussing the strengths and weaknesses of 
their individual designs. 

Specification of the final design was considerably 
simplified by the substantial overlap among the broad- 
brush designs, due in large measure to the high priority 
assigned to minimizing distinct organizational subunits. 
The extensive consolidation of tasks and functions 
implied by this organizational correlate was a clear 
distinguishing feature of each individual’s design. 
Thus, the final design task was reduced primarily to 
rearranging five or six major organizational subunits to 
facilitate the communication needs addressed by other 
correlates. That being accomplished, equitable dis- 
tribution of resources and power among the primary 
line officers was the criterion for final design selection. 

The final design differed substantially from the 
existing organizational structure, shown in Figure 
13-3. The existing structure had emphasized differen- 
tiation by function—that is, mission—with staff spe- 
cialists ostensibly serving in an advisory capacity to line 


TABLE 13-3 SELECTED GOAL STATEMENTS AND THEIR CORRESPONDING ORGANIZATIONAL CORRELATES 


ee ee ee ee ee reer 


Goal Statement 


1. (a) Provide for an organization which can adjust to the 
imposition of additional work loads, changes in direc- 
tion, and the addition of new skills. 


(b) Develop an organization which can respond to 
nonrecurring goals by adjusting current goals and 
subunit resource allocations as imposed goals are 
received. 
(c) Provide an organization having flexibility in program 
execution to respond quickly to emergency situations. 
2. Decision making . . . must deemphasize intuitive reli- 
ance in favor of the increased capability and options 
offered by sophisticated analytical and computer sys- 
tems. 


3. Increase public confidence in the organization’s com- 
petence and credibility in long-range planning, espe- 
cially by providing that decision making be open and 
visible to the public. 


4. Provide for the minimum number of necessary reviews 
and review levels consistent with the costs, the risks of 
unsatisfactory performance, and the evaluation skills 
available. 


5. Provide for program execution based upon short-range 
planning and programming. 

6. Amore precise control device needs to replace present 
accountability procedures as a means to effect ac- 
countability among agency subunits. 


Goal Type 
Adaptation 


Adaptation 
Positional 
Management 


Positional 


Management 


Motivation 
Positional 
Management 


Management 


Management 


Organizational Correlate 


Provide as few distinct organizational units as possible 
consistent with smooth organizational functioning 
(Priority 2). 


Provide a unit charged with computer and systems devel- 
opment, capable of analytical work to furnish technical 
assistance to all levels of the organization (Priority 2). 


Identify a formal long-range planning unit whose charge 
includes acquiring input from the public (Priority 4). 


Maintain absence of identifiable ‘‘review’’ units in the local 
office (Priority 3). 


Provide short organizational links between short-range 
planning and the program execution level (Priority 5). 
Maintain in the local office an identifiable group with 
capability to audit or inspect against goals and standards 
(Priority 5). 


Deputy 
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function 1 
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The original organizational design 
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officials. As may be inferred from the organizational 
chart, this distinction between line and staff was often 
unclear, particularly to the line officials at the field 
office level. The new design, Figure 13—4, produced 
an organizational structure relatively free of functional 
emphasis. Instead, the design emphasized fundamental 
organizational processes, such as long-range planning 
and resource planning, through integration of the 
functional areas into these major processes. 


OUTCOMES OF THE REDESIGN 


To integrate functional tasks into the organizational 
process units—support, operations, planning—the staff 
specialist’s role was redefined explicitly as support to 
the decision makers. To emphasize this distinction, 
staff members were no longer invited to formal discus- 
sions among line officers except when specifically 
needed, and then were dismissed after their contribu- 
tion had been made. The results of this change were 
threefold: line officers, especially at field office levels, 
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became considerably more confident of their role as 
decision makers; staff officers went through a period of 
disorientation and anxiety with regard to their reduced 
role in the decision-making process; and lines of 
decision responsibility and accountability were signifi- 
cantly clarified, to the relief of top management and 
their line officers. 

Because local-unit management could not be per- 
suaded to conduct a formal evaluation, no systematic 
assessment of the new design’s effectiveness can be 
presented. However, a series of interviews with top 
and middle managers revealed general agreement on 
two significant outcomes of the redesign. First, local- 
unit flexibility was improved. The new design allowed, 
even encouraged, an increased level of collaborative 
activity when unexpected events required a rapid 
organizational response. Officers directing the major 
organizational-process units report that they were able 
to quickly shift their personnel and resources to meet 
changing functional demands. Although increased 
flexibility within these large units was achieved at the 
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expense of more formal communication needs between 
units, the trade-off was perceived to be greatly to the 
organization’s advantage. 

Second, the new design appeared after two years of 
operation to have been wholly accepted by the organi- 
zational membership. Local-unit management re- 
ported little tendency by organizational members to 
revert to previous modes of operation. The discomfort 


and disorientation initially experienced by many staff 
personnel appreciably eased, aided by the traditionally 
high personnel transfer rates within the agency and by 
personal counseling services made available during the 
reorganization. On balance, management concurred 
that the new design enabled a more effective pursuit of 
organizational goals. 


CONCLUDING STATEMENT 


What can we now say about the applied side of organization design? The problem, as we see 
from the preceding articles, is that the subject is long on ideas and concepts but short on 
operating rules. As with most behavioral science topics, there is more information on how to 
think about it than how to do it. Despite the slight engineering-type knowledge available, 
however, we can draw some useful operating conclusions from the growing organization- 
design literature. We first review the objectives to be served by designing. Then we 
consider some organizational strategies for developing designs. 


OBJECTIVES OF DESIGNING 


We said earlier that the purpose of designing is to enhance the organization’s continuing 
ability to achieve its goals under the conditions in which it operates. We used the term 
continuing ability to signify that organizations pursue their goals as an ongoing endeavor. 
This pursuit is not a one-time event. Similarly, organization designing is not a one-time 
event. It also is a continuing process. As McKelvey (1976:28) says: 


Organization design [is] a dynamic incremental process pursuing stated design objectives, using 
methods of implementation compatible with them. 


McKelvey’s comment suggests that effective designing requires specific, stated design 
objectives—preferably operational ones. The organization-theory /organization-design lit- 
erature provides us with at least four operational objectives. The objectives concern four 
central problems faced by all organization design efforts. These are the problems of 

_interdependence, differentiation/integration, uncertainty, and participative norms.! The 
four objectives are summarized in Table 13-4. 


Interdependence 


The first objective is that identified by Thompson (1967). He saw the main design problem 
to be that of departmentalizing into coherent task units, while minimizing costs of 


TABLE 13-4 OBJECTIVES OF DESIGNING 


Design Problem Design Objective 

Interdependence Form subunits so as to maximize the similarity of resources and activities within the 
subunits and minimize transactions across subunit boundaries. 

Differentiation /integration Develop internal characteristics (leadership style, decision process, personality 


styles, and so forth) of each subunit so as to make it compatible with its particular task 
environment, and then develop integrative mechanisms as needed to coordinate all 


subunits. 
Uncertainty Develop mechanisms (procedures, subunits, roles) to improve the organization's 
information-processing ability in the face of increasing task uncertainty. 
Participative norms Form subunits that maximize member homogeneity with regard to values and 


attitudes about decision-making norms and that minimize task-related interdepen- 
dencies among subunits. 


1. This discussion is based in part on that by McKelvey and Kilmann (1975) and McKelvey (1976). 
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coordinating goals, plans, activities, and resources across units. The fact that such units are 
not independent of each other—indeed, says Thompson, subunits have pooled, sequential, or 
reciprocal interdependence—makes the design problem even more difficult. For Thompson, 
then, a key design objective was: 


_.. form subunits so as to maximize the similarity of resources and activities within the subunits and 
minimize transactions across subunit boundaries. 


Differentiation / Integration 


The second design objective is that offered by Lawrence and Lorsch (1967a). As we have 
seen throughout this book, Lawrence and Lorsch discovered that effective organizations had 
two major features in common. First, they formed subunits that were compatible with the 
various task-environment elements the units faced. Second, the effective organizations had 
well-developed mechanisms for coordinating goals, plans, activities, and resources across 
those subunits. For Lawrence and Lorsch, therefore, differentiation and integration provide 
the key to successful designing. Accordingly, the second design objective 1s: 


. . . develop internal characteristics (leadership style, decision process, personality styles, and so 
forth) of each subunit so as to make it compatible with its particular task environment, and then 
develop integrative mechanisms as needed to coordinate all subunits. 


Uncertainty 


The third design objective has been offered by Galbraith (1973; 1974; 1977). As we saw in 
Chapter 2, Galbraith sees task uncertainty as a continual obstacle to rational organizational 
functioning. The greater the task uncertainty, says Galbraith, the greater the amount of 
information that must be processed by decision makers in order to achieve a given level of 
performance. 

For Galbraith, then, developing organizational forms to cope with uncertainty—to 
process the necessary information—becomes a key design requirement. Recall from 
Chapter 2 that he develops four design strategies for such coping: create slack resources, 
create self-contained tasks, invest in vertical information systems, and create lateral 
relationships. These strategies are all aimed at meeting the following design objective: 


. .. develop mechanisms (procedures, subunits, roles) to improve the organization’s information- 
processing ability in the face of increasing task uncertainty. 


Participative Norms 


The fourth design objective that can be gleaned from the literature concerns the process, as 
well as the ends, of design. Specifically, McKelvey and Kilmann (1975) start with the idea 
that organizations are “purposeful” systems. That is, say the authors, organizations attempt 
to exercise will or conscious choice. The following properties characterize organizations: 1. 
they attempt to pursue specified objectives; 2. they constrain the autonomy of their subunits 
to varying degrees; and 3. their subunits attempt to act purposefully. 

Given this view of organizations, McKelvey and Kilmann argue that designing should 
serve to link individual effectiveness to subunit effectiveness to organizational effectiveness. 
For the authors, the main way to establish these links is by having individuals participate in 
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the design process. Further, these links are strengthened by developing subunits that contain 
people who share values and attitudes about decision-making modes. The design objective 
thus becomes: 


. form subunits that maximize member homogeneity with regard to values and attitudes about 
decision-making norms and that minimize task-related interdependencies among subunits. 


There are several advantages to pursuing this design objective. Doing so: “1. increases the 
ability of an organization to respond to uncertain and changing environments by forming 
subunits better able to make changes in their objective and structure; 2. makes it possible for 
managers to condition the autonomy of their subunits through negotiation about objectives, 
rather than through the use of rules and regulations; 3. allows subunits to make decisions 
about forming their own internal and external integrative devices; and 4. increases the 
ability of an organization to provide an internal environment where the motivation of 
individuals and groups is improved by encouraging their purposefulness” (1975:33). 


IMPLEMENTATION STRATEGIES 


McKelvey and Kilmann (1975) point out that maximizing agreement about decision 
making is facilitated by the use of a process that involves a wide variety of employees in 
determining the design configuration. This raises the logical question: What alternatives do 
organizations have for involving members in design? There are at leave five strategies; they 
are summarized in Table 13—5.? 

From Table 13—5 we see that involving organizational members in developing and 
implementing designs can result from an autocratic-direction, passive-influence, guidance, 
active-participation, or composite strategy. These five strategies represent an increasing 

_ degree of active participation by organization members, with autocratic direction consisting 
of no shared involvement. 

Autocratic-direction is the classic method used by organizations to modify their designs. In 
this case, top management decides for one reason or another that the enterprise needs 
reorganizing. Executives examine reorganization goals, problems, and alternatives; select a 
set of new design characteristics; and announce the changes. Organizational members and 


TABLE 13-5 STRATEGIES FOR DEVELOPING AND IMPLEMENTING DESIGNS 


Strategy Characteristics 

Autocratic direction Autocratic decision making about designing; top-down; no organization member participa- 
tion. 

Passive influence Organization members’ design ideas, desires, etc. surveyed; results may or may not 
influence design decision. 

Guidance Organization members belong to a steering committee; committee’s guidance may or may 
not be followed by design team. 

Active participation Organization members hold positions on design team; members’ design ideas, desires, etc. 
thus affect eventual result. 

Composite Combination of two or more strategies; basic purpose is to include a wide variety of 


organization members—those who will be directly affected and those only indirectly 
affected by the design. 


2. This discussion is guided by that of Bjrn-Andersen and Hedberg (1977). 
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subunits at various levels then proceed to arrange themselves—their titles, their tasks, and 
their roles—accordingly. The degree of participation and thus ownership in this process by 
the member is, of course, minimal. 

Passive-influence is the weakest form of participation by organization members. In this 
process, designers use some method of acquiring information from the membership. This 
information usually concerns members’ desires, opinions, attitudes, and feelings about 
possible redesign alternatives. The redesigning project reported by McKelvey and Kilmann 
(1975) is a case in point. Members were queried as to their preferences for redesign. Those 
preferences were recorded, tabulated, and submitted to the units’ chief executive officer, 
who then oversaw the reorganization. 

Guidance is the term given to the strategy of using members’ representatives on steering 
committees. The function of such committees is to provide guidance to design teams in the 
line organization. This is clearly a compromise strategy —it is neither nonparticipation nor is 
it active participation. And, as with many neither-fish-nor-fowl compromises, this one is 
beset by problems. Bjérn-Andersen and Hedberg (1977) describe a company that used this 
method of creating and implementing an important design. The result: neither the 
steering-committee members nor the larger membership felt there was any real influence 
over the design. 

“Guidance” runs a definite risk of becoming “advice” —to be taken or rejected as the 
design team pleases. And to add insult to injury, co-optation may occur: “Representatives in 
these arrangements may become captive participants who formally share responsibilities for 
decisions which they cannot actually influence” (Bjérn-Andersen and Hedberg, 1977:135). 

Active participation in designing is made possible when members take positions on the 
design teams. Such people probably will not bring sophisticated organizational or 
managerial training to their role. Still, their knowledge of the organization and the problems 
that no doubt have led to the redesign effort is likely to enable them to make real 
contributions. The example reported by Connor and Bloomfield in this chapter is a case in 
point. Members from several departments and levels comprised the design team. These 
members had been chosen almost at random, and they attempted to reflect their 
constituents’ views as faithfully as possible. As a result, the organization’s membership had a 
strong voice in the design that eventually resulted. 

Finally, a composite strategy can be used in creating and implementing designs. Composite 
strategies consist of two or more strategies, such as those we have been discussing. Consider 
the case of Norwegian industry. There has been extensive experimenting with organiza- 
tional designs in Norwegian firms. One result of this experimenting is that many firms have 
structures characterized by high worker involvement in decision making. Based on these 
experiences, Bjérn-Andersen and Hedberg (1977:135—136) report a useful recommenda- 
tion: extensive organizational redesign may be facilitated by an approach that progresses 
simultaneously on three levels. First, form a team of people who will be directly and 
critically affected by the redesign. The purpose of this team will be to create the design, 
guided by defined objectives. 

Second, form a team of people who will be less directly affected by the new design. This 
team shall be charged with setting overall design objectives, taking charge of organizational 
development activities, and preparing adequate information, training, and instructions for 
implementing the new design. 
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TABLE 13-6 CONSIDERATIONS FOR GUIDING DESIGN ACTIVITIES 


Managerial System 


Control system processes 


Planning. Making rules and regulations clearer and more specific when controlling; forming new goals when 
adapting. 

Deciding. Making relatively programmed computational choices among known alternatives when controlling; making 
unprogrammed new appreciations of the environment and the organization’s role in it and new appreciations of the 
organization’s changing internal environment when adapting. 

Initiating change. A reactive initiation of change in employee behavior to get the organization back on track toward its 
intended goals when controlling; a proactive initiation of changes to alter the objectives and form of the organization to 
be more compatible with changing environments when adapting. 

Communicating with other members. Making sure that communications flow through the known channels as 
necessary when controlling. 

Vitalizing. Minimizing the devitalizing, demotivating effects of running the control system when controlling; finding 
ways of linking up organizational and individual purposes and interest and establishing an organizational sense of 
identity when adapting. 

Staffing. Maintaining the competence of employees filling the various positions in the organization when controlling; 
anticipating new kinds of competence and making sure these competencies are available to the organization when 
adapting. 


Relational processes 


Budgeting. Allocating financial resources among subunits. 

Differentiating. Dividing and distributing responsibility and authority among members and subunits. 

Coordinating. Coordinating activities of the members once they have been differentiated into subunits. 

Conflict handling. Reducing conflicts inherent in any complex design composed of people with different knowledge, 
opinions, and perceptions. 


Technical System ° 
Work processes 


Maintaining. Keeping in operating condition or repairing the physical facilities of the unit operation. 
Transferring. Changing location or orientation of materials or information between other unit operations. 
Transforming. Changing characteristics or state of materials or information. 

Inspecting. \dentifying quality or quantity characteristics of materials, information, or operation. 

Storing. Placing materials or information so as to be available for future use. 


Logistics flow processes 


Locating. Finding optimal location of supplies, customers, and plants. 

Transporting. Finding optimal transportation of inputs and outputs with respect to delivery time and cost. 

Staffing. Finding an optimal mix of different technical specialities at a given time and finding an optimal flow rate of 
personnel up through the hierarchy and through careers. 

Scheduling and balancing. Scheduling jobs and balancing flows through assembly lines. 

Grouping. Finding optimal groupings of functions and products to take advantage of similarities in supplies, functions, 
products, or customers. 


Social systems 


Acting. Taking and acting out of roles. 

Interacting. Communicating with other people in one way or another. 

Forming sentiments. Forming values and attitudes as a result of activities and interactions. 
Norm building. Developing social rules, regulations, folkways, and standards of behavior. 
Sanctioning. Giving of positive or negative sanctions to control behavior. 

Influencing. Exerting power, influence, leadership, and maintaining status. 

Maintaining. Enhancing cohesion, meeting social needs, keeping system or group together. 


SOURCE: Bill McKelvey, ‘Toward More Comprehensive Organization Design Objectives,” in Ralph H. Kilmann, Louis R. Pondy, and Dennis 
P. Slevin (eds.), The Management of Organization Design—I. (New York: Elsevier North Holland Publishing Company 1976) pp. 44—46. 


Finally, form a third group, representing everyone else who has a legitimate interest in 
the new design. This group will meet occasionally and act as a sounding board for basic 
design ideas. It is important, of course, that these teams share some common considerations 
as they go about the design process. Several illustrative considerations, based on an 
open-systems view of the organization, are presented in Table 13-6. 
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In short, organizations have several strategies for developing and implementing designs 
available to them. The strategies vary according to the degree of participation by 
organizational members, ranging from virtually none to considerable. It is clear that 
organizations that already have a relatively high level of participation in decision 
making—organizations having, as discussed in Chapter 11, organizational climates that 
are open, supportive, and participative—are well advised to employ a comparably high- 
participation designing strategy. 


SUMMARY AND CONCLUSION 


This chapter has been somewhat of a departure from preceding ones. We have been 
interested in seeing if we could identify some operational guides for designing. We began 
with an article by Jay Lorsch, “Contingency Theory and Organization Design: A Personal 
Odyssey.” The author applied contingency analysis to answer such questions as, “How do 
designers choose among various bases of organization such as product, function, and 
matrix?” and, “How can designers choose between centralization and decentralization?” He 
found that first, these and other questions are much more complicated that they appear. And 
second, differentiation/integration analysis is useful—indeed, necessary—in answering 
them. 

In the second article, “A Goal Approach to Organizational Design,” Connor and 
Bloomfield described an actual redesigning project. A design team was formed, organiza- 
tional goals identified, and appropriate organizational properties specified. The redesign 
resulted from a weighted combining of those properties. The weighting stemmed from goal 
priorities. In short, organizational goals were used to generate a new design. 

Finally, we used the concluding statement to do two things. First, we identified some 
objectives that designing processes serve. These objectives involved such design problems as 
interdependence, differentiation/integration, uncertainty, and participative norms. Next 
we examined a variety of strategies organizations can use to develop and implement designs. 
The strategies were distinguished in part on the basis of participation. That is, the strategies 
varied from one in which organizational members make virtually no contribution to design 
decisions to one in which many different members contribute. 


Questions for Review 


1. What issues of organization design does Lorsch see as critical to effective designing? 

2. Lorsch views the day-to-day behavior of organization members as involving two kinds 
of activities and interractions. What are they in each case? 

3. Drucker, Allen, and Lorsch see parameters that indicate how centralized or decen- 
tralized a multibusiness organization is. What are these parameters? 

4. According to Connor and Bloomfield, Perrow’s and Gross’ typological approaches to 
defining organizational goals share two important properties. What are these shared 
properties? 

5. What, according to the text, are the main design problems and objectives provided by 
organization /theory/design literature? 


6. Galbraith develops a number of strategies aimed at meeting uncertainty. What are 
they? 


10. 
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One design objective identified by the author is the following: “form subunits that 
maximize member homogeneity with regard to values and attitudes about decision- 
making norms and that minimize task-related interdependencies among subunits.” 
What are the advantages of pursuing this objective? 

What are the strategies suggested in this chapter for developing and implementing 
designs? What are the characteristics of each? 

What are the considerations for guiding design activities in the managerial system? 
Under what two sets of processes do these fall? 

What are the considerations for guiding design activities in the technical system, and 
under what processes do these fall? 


Questions for Discussion 


. Lorsch quotes recent psychological studies in human development that suggest people 


go through a number of different stages or crises in their lives. Review the work by 
Erikson quoted in Chapter 6 and other material you may have recently read on this. Do 
you think that this identification of stages has a strong experiential foundation? Is it 
possible that overemphasis of “‘stages” in organization theory may actually create more 
conscious difficulties for employers and employees than it may identify or solve? Why? 


. How does the “stage” theory of human development relate to promotion by seniority 


(if at all)? 


. Lorsch mentions that “the idea of holding a group of individuals jointly responsible for 


results is anathema to many managers.” Is this idea anathema to you? Why? Is it 
anathema to other professionals you currently know? Why? 


. Is there any real foundation to the difficulty many managers have in accepting that a 


workable structure can exist in which many individuals have more than one boss? On 
what do you base your opinions? 


. Which of the design applications mentioned in this chapter appeared most enlightening 


to you? Why? Does the soundness of the application justify the theoretical framework 
on which it was built? 


14 


Theory anc Design 
A final Look 


INTRODUCTORY REMARKS 


We began this book by examining two sets of ideas that are important to designing: 
organization theory and organization design concepts. It is fitting, presumably, to conclude 
the effort by taking a last look at these ideas. As Lorsch pointed out in the previous chapter, it 
appears increasingly important to connect theory and practice—to connect organization- 
theoretical ideas and organization-design requirements. 

Usually, the purpose of concluding chapters is to bring together much—if not all—of the 
material that preceded it. This is not, however, the purpose of this chapter. That 
bringing-together function was performed by Chapter 12, “Organizational Effectiveness.” 
Rather, our intent here is to bring to your attention some ideas that are currently making the 
rounds of organization/management theory. 

There are at least three such ideas that are important for both theory and design. The first 
idea is that our society is currently moving into a limited-growth situation. If such an idea is 
correct (and many people believe it is), just how useful is our present knowledge of theory 
and design—knowledge developed in years of growth, growth, and more growth? 

The second idea is that organizations are not clear and distinct entities, even in the 
open-systems sense. Rather, some analysts see organizations to be loosely connected 
assemblages of people, groups, interests, resources, and so forth. If this idea is correct, do we 
then need to revise our theory and design practices? 

Finally, many believe that however environmental, technological, and human conditions 
progress, organizations will have to develop the capability for self-design. Indeed, it has been 
the intent of this book all along to contribute to that capability. 
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The Readings 


William G. Scott critically examines in the first article, “Organization Theory: A 
Reassessment,” the conventional open-systems view of organizations. He suggests that 
there are several assumptions that underlie the “paradigm” of contemporary manage- 
ment—assumptions that may or may not be valid in our changing world. Basically, Scott 
asks, does our view of organizations hold in a society characterized by increasingly scarce 
resources and limited—or even negative— growth? 

In this chapter’s second article, “Designing Organizations to Match Tomorrow,” 
Hedberg et al. argue that organization design is a continuing process. Therefore, say the 
authors, organizations must develop the capability to continually “self-design.” In particu- 
lar, policymakers and managers need to modify the ways organizations evaluate their 
performances, and they should try to stimulate experiments in organizations’ strategies and 
in people’s careers. The authors admonish today’s designers to experiment, support each 
other, and generally avoid isolation. 


Conclusion 


In drawing this book to a close, we examine two basic questions in this chapter: 


1. What organization-theoretic concepts can help us design organizations under modern 
conditions? 

2. How can designers stay on top of their jobs—that 1s, how can organizations develop the 
capacity for self-design? 


ORGANIZATION THEORY: A REASSESSMENT 


WILLIAM G. SCOTT 


This author’s first organization theory papter (Scott, 
1961: 7~26), which appeared in the Academy of 
Management Journal in 1961, had a certain immediate 
acceptance and remained remarkedly durable in the 
following years. One reason for the popularity of this 
article was the emphasis which it placed on systems 
theory. However, another more important reason for 
its continued success was that it demonstrated that 
systems theory was an elaboration of the management 
“paradigm.” The term paradigm is used throughout this 
essay to refer to a composite of values, premises, models, 
and techniques in management. The paradigm repre- 
sents the core of the field as it has developed through 
the refinement of theory, research, and practice over 
75 years. The usefulness of paradigmatic analysis has 
been shown by Thomas S. Kuhn (1962) and by Petro 
Georgiou (1973: 291-310). 

Presently, systems theory provides the field of 
management with concepts imputed to every single 
important movement to appear since 1960, including 
organizational development, contingency theory, or- 
ganization behavior, sociotechnical systems, industrial 
dynamics, operations research, management informa- 
tion systems, and human resource systems. Even the 
venerable fields of business policy and management 
principles are yielding to a systems approach. A 
distinction must be made between systems theory and 
systems analysis, however. Systems analysis provides a 
mathematical, computer-based technology that, like a 
taxicab, can take you almost anywhere without regard 
to ends. Systems theory, following the traditions of 
Ludwig von Bertalanffy (1952), is paradigmatic in 
nature and embodies a world view of values, method- 
ology, and technique. 

During simpler times, the classical model of bureau- 
cracy had served management theory and practice 
well. However, due to the need to respond to the 
military and the consumer, to the demands of national 


policy, and to internal imperatives, some organizations 
were becoming not only complex, but of gigantic size 
as well during the 1950s. These organizations con- 
tained highly trained people devoted to the develop- 
ment, financing, production, and distribution of ad- 
vanced products and processes. Such organizations 
were theoretical anomalies—they fell outside limits of 
the classical model and required a new model which 
projected different types of organization stuctures and 
styles of management practice. The systems model 
seemed to fill this need, and as a result the age of 
systems thinking began for management in the late 
1950s. 

The 1960s began with a certitude that national 
achievement would follow trends of the previous 
decade, although at an accelerated pace. Many people 
believed that the pace would be set by an elite of 
enlightened politicians, managers, and technologists. 
This belief was fed by the typical American optimism 
regarding the future. While the sources of this op- 
timism remain murky, they appear to lie in our social, 
political, and economic institutions; in our science and 
technology; in our abundance of resources; in the 
instrumental and pragmatic powers of our educational 
institutions; and in the rectitude of our cause in world 
affairs (Heilbroner, 1959). 

The author’s original paper was written against this 
background of national events and conventional op- 
timism. For its time (more than 10 years ago) the 
article was a reasonable statement of the technical 
elements of organization theory in the management 
paradigm. But what was its strength proved also to be 
its weakness, the emphasis on the technical aspects of 
organization theory shrouded the values upon which the 
theory itself rested. Failure to discern these values caused 
two related errors in the analysis: a. ignoring the 
ambience in which organization theory existed, and b. 
treating classical and systems theory as essentially 


Abridged from William G. Scott “Organization Theory: A Reassessment,” Academy of Management Journal, 1974, 17: 242-54. © 1974 


Academy of Management. Used by permission. 
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different models of organization. Actually, the two 
models are not different in their ultimate values; rather, 
differences lie in their operational premises, nothing 
more. 


THE CONSERVATISM OF CLASSICAL 
AND SYSTEMS MODELS 


Classical and systems models are conservative because 
they belong to the dominant paradigm of management 
thought and practice. Rationality is the common 
medium shared by both models within this paradigm. 
Management rationality has been defined -in other 
places as being indistinguishable from the notion of 
efficiency, the ratio of E=O/I (Scott and Mitchell, 
1972). The purpose of management, and hence the 
purpose of organization theory, is to increase the value 
of E by adjusting the relative values of outputs over 
inputs. 

While one can quibble about definitions and become 
confused by pseudohumanistic rhetoric, the major 
implications of this proposition must be accepted, 
because otherwise it would not be possible to explain 
management’s role in organizations. The role of man- 
agement has been socially and legally defined as the 
stewardship of resources: if the stewardship function is 
executed successfully, the wealth of an organization 1s 
protected and increased; the welfare of the clients and 
constituents is improved; and the fortunes of the 
management are advanced. 

Organization theory contributes to the science and 
art of the managerial process that is implicit in the 
concept of stewardship. An organization theory that 
works counter to the stewardship notion is simply 
inconceivable within the value framework of manage- 
ment thought that has developed over the last 75 years. 


Values of the Conservative Models 


The values of conservative theory correspond to 
American utilitarian beliefs that hold material growth 
to be efficacious, material abundance to be limitless, and 
consensus to be the natural manner of human relation- 
ships. Heilbroner discusses American optimism as 
rooted in the faith in economic growth, which in turn is 
based on a bountiful natural environment (Heilbroner, 


1959). Dahrendorf discusses consensus as it is woven 
into the fabric of management theory (Dahrendorf, 
1959). Both the classical and systems models assume 
these beliefs because they are the ultimate a priori 
values of conservative organization theory. 

These values supply the criteria for acceptable social, 
economic, and technological policies. They define the 
nature of the problems to be solved by management 
theory and practice and establish the parameters of 
research in management and allied fields. They influ- 
ence the curricula to be studied in courses of learning in 
management. They determine the content of com- 
munication between managers of organizations and the 
people served by them; and they control the expecta- 
tions that people have of the managers of organizations. 
As such, these a priori values are the ruling forces of the 
paradigm. 


Operational! Premises in Classical 

and Systems Models 
Operational premises reflect the implied governance 
mode of the model and provide the foundations upon 
which managerial techniques are built. When classical 
and systems models are compared, such as in Kast’s and 
Rosenzweig’s (1973: 315—18) treatment of contin- 
gency theory, differences are drawr between their 
operational premises. The shorthand for categorizing 
these differences often is expressed in terms of auto- 
cratic or democratic modes of organizational govern- 
ance. 

For example, the classical model is considered to be 
deterministic, closed, mechanistic, inflexible, narrowly 
adaptable to change, and oriented toward hierarchy as 
the means of coordination and control. Alternatively, 
the systems model is considered to be probabilistic, 
open, organic, flexible, broadly adaptable to change, 
and oriented toward lateral and diagonal organizational 
interfaces as the source of coordination and control. 


THE EROSION OF OLD VALUES 


The attention that management gives to operational 
lag 8 P 
premises results in the disappearance of a priori values. 
When we debate the relative merits of operational 
. . . . y . 
premises, we think we are discussing values. In reality 
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we are doing no such thing. But why this concern with 
the values of growth, abundance, and consensus? They 
have served admirably in the past. Indeed, the belief in 
them has been justified. 

A single nation never had such a friendly environ- 
ment, such abundant resources, and such a vital, 
innovative people. These factors, coupled with a strong 
work ethic and an insatiable desire for material well- 
being, made growth appear as a limitless possibility. 
These are the factors that Heilbroner (1959) attributes 
to the “special circumstances” of American history. 

American management had a large part in reinforc- 
ing these beliefs. “Faith without good works is hol- 
low.” Management supplied the good works through 
an enviable record of achievement. So impressive is the 
evidence in the form of goods and services that growth 
has become the basis of public and private policy for 
economic development, technological change, and’ so- 
cial uplift both domestically and internationally. 

What politician, public administrator, or business 
executive in practice supports overtly to his constitu- 
ents policies of economic contraction, reduction of 
agency services, or stabilization of sales volume and 
corporate earnings? How many university courses are 
offered in “How to Shrink a Business”? How fre- 
quently do articles appear in the professional literature 
about management strategies of organizational stability 
or decay? These things seldom happen because they 
reflect values that are foreign to American expectations 
and, thereby, are foreign to the mainstream of man- 
agement thought and practice. However, lately there is 
some doubt—but more, there is cynicism—about these 
values and the management practices that achieve 
them. 

Many factors have contributed to the erosion of old 
values in our society, with Watergate and the Vietnam 
war among the most prominent. However, there are 
more proximate sources of strain on the management 
paradigm—for example, the declining reserves of nat- 
ural resources, growing resistance to environmental 
contamination, changes in work expectations, and 
crises in confidence. 


Declining Reserves of Natural Resources 


The Club of Rome studies of world resources are well 
known (Meadows et al., 1972). They conclude that 
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world resources will not sustain present levels of 
population growth and consumption. These studies 
project resource crises by 1990. Similar projections are 
also made by the English study, Blueprint for Survival. 
Recently the U.S. Geological Survey added the weight 
of its authority to the impending crises by identifying 
American deficiencies in its natural resource base 
(Brobst and Pratt, 1973). 

As of this writing, America is in the midst of a 
shortage atmosphere that includes many basic com- 
modities such as gasoline, oil, natural gas, lumber, and 
agricultural feed grains. In addition, embargoes on 
several commodities have been either imposed or 
contemplated. The present crises in these commodities 
may be the result of short term dislocations brought on 
by government economic and foreign policy; never- 
theless, they have focused public attention on shortage. 
The consequences, although unforeseeable, may be to 
create a national “‘scarcity mentality.” Shortages, cou- 
pled with inflation, could well force the American 
public to scale down consumption expectations. 

Agriculture, energy, and mineral resources are the 
foundation of an industrial society. Thus, shortages of 
any of these can influence the state of mind of citizens, 
causing a reevaluation of priorities and a shifting of 
values. Indeed, if consumption patterns do change, 
management in the basic institutions of our society will 
have to respond with organizational strategies that rest 
on nongrowth assumptions. 


Resistance to Environmental Contamination 


That we have gone through some significant cultural 
changes in our thinking about the environment is 
indisputable. For example, there was rejoicing during 
the depression on the southside of Chicago when 
smoke poured from the stacks of the steel mills. At that 
time, the smoke meant people were at work. Now that 
same smoke is accepted at best as a mixed blessing. As 
another example, not too long ago an industrialist said, 
“We always believed God gave us Puget Sound to 
dump waste into.” Such an observation now sounds as 
curious as a defense of the Divine Right of Kings. 

It is obvious that the preservation and nonabuse of 
our environment is of great concern and of urgent 
importance. The environment is a resource, and how 
this resource is used depends upon present-day values. 
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Historically, we have leaned toward exploitation of the 
environment, but now attitudes are moving toward 
conservation. If this is more than a passing trend (and 
who can say now?), then attitudes governing the use of 
those resources which are essential to the technology of 
society will change toward a vision of scarcity that is 
consistent with the conservationist mentality. 


Changes in Work Expectations 


Attitudes about the environment are not the only facet 
of value change. A theme of some persistence is that 
man should rediscover humanism, which in contempo- 
rary argot is translated as a quest for innerpersonal and 
interpersonal satisfaction—Consciousness III, so to 
speak. There is no point in reviewing here the enor- 
mous amount of literature from Maslow (1964) to 
Reich (1970) pertaining to this subject, except to 
examine one subtlety of the modern humanistic move- 
ment as it bears on management. 

Whether deservedly or not, humanism adapted to 
the management process has the taint of manipulation. 
It is difficult to imagine management using techniques 
like organizational development, sensitivity training, or 
job enrichment out of a pure “milk of human kind- 
ness.” Certainly management expects the goal of 
rationality to be promoted if people find their work 
more rewarding in humanistic terms. This must be one 
reason for paying humanist-type change agents con- 
sulting fees. They create and apply behavioral tech- 
nologies that management thinks are valuable for 
raising the efficiency of human resources—humanist 
technologies and technologists serve materialistic ends. 

The difficulty of applying humanism in this manner 
is that personal satisfaction and organizational efh- 
ciency are compatible only at a most superficial level. 
The kinds of satisfaction sought for man by true 
humanists are nonmateralistic. Hence, any attempt to 
mold humanism to the goals of organizations (as we 
know them) either will pervert the humanistic values 
or erode organizational rationality. We cannot have it 
both ways. 


Declining Confidences 
Public opinion polls for the last six years show contin- 
uously declining faith in the time-honored institutions 
and their representatives in American society. Cur- 
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rently, the process of deterioration has reached an 
all-time low. It includes not only government, church, 
business, and labor, but also the professions which have 
been insulated in the past—law, medicine, and educa- 
tion. 

There are two reasons for taking note of this: (a) old 
confidences are intimately related to values of the 
established management paradigm, and (b) old con- 
fidences are being replaced with new confidences. 
What effect the new confidences will have on the 
paradigm is indeterminate, other than that they are 
contributing to the destruction of the old value base. 
The shift from old to new confidences seems to be 
occurring along these dimensions: 


1. Declining confidence in individuality, rising con- 
fidence in group processes 


2. Asa corollary, declining confidence in the individ- 
ual’s inherent value to a community or to an 
organization, and a rising confidence in the individ- 
ual’s dispensability 

3. Declining confidence in some absolute, unassailable 
moral nature of man and a rising nihilism which 
expresses a confidence in the malleability of man 
and the contingency approach to organizations 


4. Declining confidence in the spontaneity of behavior 
and a rising confidence in the efficacy of planning 


5. Asa corollary, declining confidence that somehow 
the future will yield to individual strivings and a 
rising confidence in the goodwill and kindly minis- 
trations of organizational leadership to provide for 
the individual’s future 


Obviously this shifting of confidences will strain the 
management paradigm because the values of growth, 
abundance, and consensus ultimately have to do with 
the more conventional norms of individual welfare. 
Paradoxes probably will appear that cannot be resolved 
by traditional management wisdom as regards individ- 
ual autonomy, freedom, creativity, and organizational 
stewardship. These changing confidences, along with 
dwindling resources, changing work expectations, and 
environmental use attitudes, are eroding the para- 
digmatic structure of contemporary management. A 
fair question to ask now is, ““What might be the shape 
of the future?” 
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THE RADICAL MODEL 
Paradigmatic thinking restricts us to those models and 
values that are already sanctioned. However, thought- 
ful people must explore alternatives for management 
that lie outside the boundaries of the paradigm if for no 
other reasons than: 


1. There are limits to growth, and 


2. Other than the restricted usefulness of utilitarian 
economic models, we do not understand the impli- 
cations for management should the belief and the 
reality of growth, abundance, and consensus dimin- 
ish in our world view. 


But where can a discussion that will move further 
than the limits of conventional management thinking 
be introduced? As a beginning, it is possible to start 
with values that are opposite to those of the conserva- 
tive models and see where they lead in terms of 
organizational governance and operational premises. 
The model may be called “radical” because it does 
affect vital principles. 

A small disclaimer is necessary. One should not be so 
naive as to imagine that the radical model, whatever its 
final form, will be fulfilled completely any more than 
the conservative models have reached full realization. 
These models—the conservative and the radical—are 
analytical types that represent present, and perhaps 
future, directions in management theory and practice. 


Values 


The values of the radical model are stability or decay, 
scarcity, and conflict. Analysis of the interrelationships 
among these values has substantially different results as 
they are polar to the conservative models’ values. Thus, 
organizations in mature industrial societies confronting 
a nongrowth future might expect that their sources of 
surplus may disappear. If so, one of the chief means for 
securing consensus will vanish or become attenuated. 
As a result, instead of expecting to participate in an 
ever-expanding largess, people will find it necessary to 
compete for the relative size of their share of fixed 
organizational resources. These conditions can do 
nothing but emphasize the conflictual nature of rela- 
tionships among organizational interest groups. 
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The values of scarcity, stability, and conflict are alien 
to the traditionally optimistic American world view. 
Therefore, few people would disagree that associating 
these values with models of management is paradig- 
matic treason. Yet, if there is any truth in what was said 
previously about the erosion of old values, it may be 
that a vision of new values is coming into focus. Why 
not the values of the radical model? Perhaps, but we 
should not leave this subject without raising one 
important objection. 

The form in which the radical values are presented 
depicts a static future. Such a future is not foreseeable 
within 5, 10, or even 15 years. Organizations are in 
fluid, turbulent states; therefore, one would need 
considerable hubris to disregard the arguments of those 
who speak of “future shock,” changing organizations, 
and contingency theory. Knowledgeable observers of 
the contemporary management scene such as Bennis 
and Slater (1968), Kast and Rosenzweig (1973), and 
Toffler (1970) try to show a moving picture of 
organizations. The change and dynamism inherent 
therein probably is the best current representation of 
the organizational condition with which management 
must contend. 

Another form of radical values is needed to account 
for organizational turbulence during this period of 
rapid change. One possibility is to represent the value 
structure of the radical model as movement either 
forward or backward along three continua: 


1. Growth<>Stability or decay 
2. Abundances Scarcity 
3. Consensus Conflict 


In certain ways, this form of the radical model is a 
closer approximation to what contemporary economic 
models of development or stability attempt to portray 
for emerging nations and mature nations. Such a 
general framework of analysis may not be inappropri- 
ate for organizations. The difficulty with this interpre- 
tation of radical values is that it leaves management 
grappling with the problems of randomness, indeter- 
minacy, and ambiguity. However, these conditions, 
which arise from value oscillations, may be precisely 
what are responsible for throwing the present man- 
agement paradigm out of gear. 


ORGANIZATION THEORY: A REASSESSMENT 


Operational Premises 

Various government modes are implicit in the radical 
model. The first form of the model suggests two 
alternatives— federalism and totalitarianism. If we look 
to a future of federalism we might expect premises to 
emerge that will legitimatize politicization of structure 
and behavior, competing class interests, confrontation 
of interest groups, pluralism of instrumental ends, and 
functional decentralization. If the future holds totali- 
tarianism for organizations, then such premises may 
appear to legitimatize elitism, mass homogenization, 
medicobehavioral technology, elaboration of control 
technique, and the propaganda of integration. 

Traces of totalitarian and federal operational prem- 
ises are found presently in organization theory. For 
example, the matrix structure requires the politiciza- 
tion of structure and behavior in order to work. The 
use of techniques to acquire greater power of predic- 
tability and control of process is as old as organization 
theory itself. This is not a surprising discovery since 
totalitarianism and federalism are in direct lineage from 
the traditional autocratic and democratic governance 
modes. However, the former two differ from the latter 
two in several crucial ways. Totalitarianism and feder- 
alism pertain to more complex organizational environ- 
ments, rest upon much more advanced technology and, 
of course, are derived from different values. 

Finding a word to label the governmental mode of 
the second version of the radical values is difficult 
because there are no equivalents in political science. 
Burnham (1941) realized that the locus of sovereignty 
has shifted away from traditional forms of government 
and property. The result is to create a managerial 
society in which primary modules of government and 
economic management are administrative in nature. 
Therefore, we have to offer as a label the graceless 
word “‘managementocracy.” 

The indeterminate nature of the second form of the 
radical model is likely to cause a progressive enhance- 
ment of this equally graceless occupation for the next 
decade or two. Management in this period of value 
oscillation should take comfort governing organizations 
with operational premises that will legitimatize contin- 
gency, planning, group decision making, scientism, 
and uncertainty. Whatever premises emerge in sup- 
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port of these concepts and processes will be useful for 
management regardless of where the organization is on 
the value continua and in spite of the direction the 
organization is moving on the continua. 


CONCLUSION 


The changing circumstances in America relating to 
resources, environment, expectations, and confidences 
may cause significant value shifts. If these shifts occur, 
they will alter the management paradigm by bringing 
into serious question the pertinence of its cherished 
values— growth, abundance, consensus. With different 
values, like no-growth, either the operational premises 
of theory and practice will change or new connotations 
will be given to old premises. This reasoning explains 
the contention that the extant management paradigm is 
loaded with anomalies and why it is necessary to start 
thinking about alternative values, models, and prem- 
ises. 

Some will say that a chic form of pessimism has been 
adopted by this author in order to establish a brief in 
behalf of the case. True, it is currently fashionable to 
make gloomy predictions about the future. Therefore, 
if this whim was succumbed to, it was in part to provide 
a foil for contrasting the simple-minded optimism that 
is so much the essence of management theory and 
practice. But, beyond this, the present pessimism rests 
on a much more substantial foundation than mere 
journalistic artifice. 

It 1s also possible, as others may argue, that technol- 
ogy will be able to solve the problems that man and 
technology combined have produced. For example, the 
energy crisis, caused by diminishing availability of 
crude petroleum, may be overcome by converting the 
vast Montana coal reserves into oil or by developing an 
economical means for hydrogen or lithium fusion. 

However, these technological solutions to the en- 
ergy crisis must first face environmental objections. 
These objections notwithstanding, the process of con- 
tinuously seeking technical solutions to technical prob- 
lems drops us into the Ellulian trap of La Technique 
(Ellul, 1964). This trap threatening human dignity 
creates even greater dilemmas in the metaphysical 
domain. 
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The real challenge to the management paradigm 
lies, perhaps, between the fashionably pessimistic and 
the simple-minded optimistic forecasts of the shape of 
the future. Even if this compromise is accepted as a 
reasonable assessment of the future, it still means that 
the extant paradigm will change. No doubt this 


experience will be excruciating for many, because it 
will be the first time that such a change has occurred in 
the management field. The test of our maturity as 
scholars and practitioners will come from our ability to 
rethink our values, reorder our priorities, relinquish our 
models, and reconsider our premises. 


DESIGNING ORGANIZATIONS TO MATCH TOMORROW 


BO T, NEDBERG, 
PAUL C. NYSTROM, AND WILLIAM H. STARBUCK 


Organizations might be matched to tomorrow’s world 
on the basis of accurate forecasts. But who knows 
which forecasts, if any, will turn out to have been 
accurate? Some forecasts have said that energy short- 
ages, famines, and ecological decay will occur unless 
limits are placed on resource consumption (Forrester, 
1971; Meadows et al., 1972; Oltumans, 1974); these 
limits would require that nonindustrialized societies 
consume more resources while industrialized societies 
consume less. Other forecasts have stated that different 
societies will grow at different rates, with the important 
constraints on consumption arising from social and 
political decisions rather than from ecology (Mesarovic 
and Pestel, 1974). Still other forecasts have asserted 
that consumption can rise indefinitely because vast 
potentials remain’ for using solar energy, new agricul- 
tural methods, pollution controls, and innovations that 
are still to be discovered (Cole et al., 1973; Kahn et al., 
1976). The diverse forecasts even outnumber the 
forecasters. 

However, the most effective designs for tomorrow’s 
organizations vary little from forecast to forecast, 
because all of the forecasts imply that there will be 
rapid social and technological change. Equilibrium in 
resource consumption would not eliminate change. 
Quite the contrary. A fixed resource pool means some 
activities must be deleted whenever new activities are 
undertaken, and hence means an increased proportion 
of activities that are in decline. Since most forms of 
social and technological change are insuppressible, 
equilibrium in resource consumption would bring 
more rapid change between and within societies. 
Moreover, if organizations continue to behave iner- 
ually, consumption in the industrialized societies would 
exceed the long-run equilibrium levels; cutting back 


consumption would cause distress that might be 
avoided through gradual transitions. 

Organizational inertia also impedes the creation and 
use of technological innovations. If technological in- 
novations escalate consumption per capita while allow- 
ing populations to multiply, the world’s saturating 
ecology would likely impose more and more con- 
straints. Ecologically destructive or inefficient methods 
would have to be nonbenevolently forced out of use as 
soon as better methods appear. Either organizations 
would have to be made less inertial or traditionally 
inertial organizations would have to be replaced more 
frequently. 

Because social and technological change appear 
likely to accelerate, social institutions ought to be 
designed to accommodate rapid change and to extract 
the benefits from it. Today’s institutions find rapid 
change stressful largely because of networks of private 
and public organizations that lack adaptiveness. This 
article discusses ways to increase organizations’ adap- 
tiveness so that societies can respond creatively to 
ecological constraints and technological innovations. 
The next section explains how organizations in benev- 
olent environments accumulate inertia and become less 
capable of handling transitions into new, perhaps 
nonbenevolent, environments. Then follows a state- 
ment of the basic alternatives open to policy makers 
who want to steer populations of organizations. It is 
advocated that top managers and policy makers stimu- 
late the evolution of self-designing organizations—or- 
ganizations that continuously diagnose their important 
problems, explore their future options, and invent new 
solutions as they develop. Some key properties of 
self-designing organizations are spelled out in the final 
sections: participatory information systems that trans- 
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mit diverse messages, strategic experiments that dis- 
rupt complacency and stimulate curiosity, and jobs 
and careers that provide satisfying lives despite rapidly 
changing work environments. 


GROWING INFLEXIBLE 
BECAUSE OF BENEVOLENCE 


The mental characteristics of people are important 
determinants of how organizations act. Human brains 
can analyze the implications of only a few simultaneous 
influences, and they bog down in the difficulties of 
weighing numerous future uncertainties. Therefore, 
organizations have to keep acitivities simple—by 
breaking big tasks down into small ones, by ignoring 
conungencies and potential options, by grouping stim- 
uli and responding to them with standardized routines. 
For example, accountants and internal revenue agents 
compare tax returns with various rules of thumb: 
careful investigations are not wasted on returns that 
conform to ordinary patterns. 

Whether standardized routines produce good solu- 
tions depends on an environment’s constancy and 
benevolence. Environments that change slowly pro- 
vide time in which to create new methods and to refine 
old ones. However, organizations are unlikely to try to 
improve methods that appear to work, and familiar 
results are usually assumed to be nearly optimal. 
Benevolent environments rarely make enough threats 
to keep organizations alert: lost opportunities are less 
visible than are customers’ complaints, law suits, or 
financial losses. 

Decades of almost continuous economic growth 
have encouraged the organizations in industrialized 
societies to depend on standardized routines. Signals 
that routines are failing are rare; resource margins are 
adequate to absorb the errors from slightly inappropri- 
ate responses to slightly misperceived stimuli; re- 
sponses can be invented gradually. Organizational 
failures are typically attributed to managerial inexperi- 
ence and to deviations from conventional practices 
rather than to stresses originating in environments. 

Furthermore, standardized routines have been tai- 
lored to gradually expanding economies. Budgets are 


thought of as minimum aspirations rather than as upper 
limits to expansion; financial plans focus on maximizing 
growth while retaining small buffers against temporary 
setbacks. Long-term commitments, such as purchase 
contracts, assume that productivities will rise through 
learning and through returns to scale as well as through 
technological innovations. Forecasts of demands for 
products or services reflect managers’ ambitions more 
than external realities (Crecine, 1969; Pondy, 1969: 
47—60; Schumacher, 1973). 

Consistently benevolent environments undermine 
organizations’ readiness to act and their sensitivity to 
environmental events. Fewer resources are expended 
monitoring environmental happenings. Plans replace 
messages as the media for intra-organizational coordi- 
nation. Redundancies and irrationalities are shifted out 
of job assignments and authority domains. Organiza- 
tional ideologies grow up about standardized routines, 
and conformity to tradition becomes a primary crite- 
rion for accomplishment (Clark, 1972: 178—84; Hed- 
berg, 1973; Mitroff and Kilmann, 1976: 189-207; 
Nystrom et al., 1976: 209-30). 


STEERING THE POPULATION 
OF ORGANIZATIONS 


If the future is going to expose organizations to rapid 
change and possibly to less benevolent environments, 
policy makers will have two basic options. Substantial 
increases in organizational death rates can be accepted, 
with resources being transferred from dying to newly 
born organizations. Alternatively, organizations can be 
made more adaptive so that they can survive to explore 
and to develop in altered environments. 

These two options are not mutually exclusive, and 
policy makers are likely to use both. However, im- 
proving organizations’ adaptiveness wastes fewer re- 
sources and promises more benefits than does stimulat- 
ing higher turnovers in the population of organizations. 
Small, incremental changes cause less difficulties for 
organizations and their members than do abrupt, 
revolutionary shifts. Organizational death nearly 
always causes psychological stress and consumes 
human and material resources. Policies to increase 
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organizations’ deaths and births require effective sys- 
tems for transferring resources from dying to newborn 
organizations. At present, efficient transfer systems 
exist mainly for financial resources: transfers of people, 
knowledge, and equipment are handled poorly. Unless 
the new organizations are more congruent with long- 
term environmental constraints than were the former 
organizations, replacing one organization with another 
brings only the temporary benefits of change as such. It 
is doubtful that anyone knows enough about the future 
to say reliably which organizations are the most 
appropriate ones to die or what kinds of organizations 
ought to be created. 

Traditional strategies for designing organizations 
start with forecasts of what stresses tomorrow’s orga- 
nizations will face, and then attempt to design organi- 
zations that meet the envisioned needs. Although these 
forecast-oriented designs are common, both their real- 
ism and effectiveness must be questioned. 

Some liabilities of forecast-oriented designs derive 
from the difficulty of taking the future into account. 
To the extent that the future can be predicted, it is 
easier to specify some of its constraints than to imagine 
opportunities that might be realized within these 
constraints. Consequently, forecast-oriented designs 
tend to be conservative solutions that fail to reap full 
advantage from their environments. 

Forecast-oriented designs readily become self-ful- 
filling prophesies: they can create the situations they 
were designed to meet. For example, if forecasts 
predict considerable technological innovation, organi- 
zations will incorporate large research departments 
that generate technological innovations. Similarly, if 
public agencies expect aggressive animosity from their 
clients, they will use physical barriers and rigid rules to 
protect employees from clients and will use esoteric 
jargon and impersonal procedures to keep clients at a 
disadvantage; frustration and bewilderment then breed 
ill will and noncompliance. In many instances, the 
major contribution of forecasts 1s to foster social change 
in one direction instead of another. 

If policy makers are going to facilitate particular 
kinds of social change, they certainly ought to ac- 
knowledge the value premises underlying their social 
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policies, and they should choose their social policies 
overtly after comparing alternative futures. But it is far 
from clear that top managers and policy makers ought 
to control social change directly. 

The alternative way to design organizations to 
match the future is to adopt a metastrategy in which 
the top managers and policy makers define their role as 
similar to that of arithmetic teachers, whose effective- 
ness 1s measured by their student’s ability to solve 
arithmetic problems rather than by their own ability to 
solve such problems. Within this metastrategy, the 
goal shifts from solutions invented by policy makers to 
combinations of hardware, software, and people which 
continually invent, revise, adapt, generate, and modify 
their own solutions (Hedberg et al., 1976: 41-65). 

Self-designing organizations are more promising 
vehicles for approaching the uncertain future than are 
organizations that rely on forecasts. Self-designing 
organizations would evaluate their own defects and 
strong points; they would develop opportunities in- 
stead of defending past actions; they would adapt to 
surprises; and they would resist the accumulating of 
inertia. 

The main prerequisite for self-designing organiza- 
tions is probably an ideological commitment to imper- 
manence. Organizations should be seen as means, not 
ends. Members should avoid basing their personal 
satisfactions on the roles and methods that characterize 
the present, and they should seek satisfactions in the 
activities and skills that are creating the future. Current 
methods and policies should be questioned contin- 
uously, and strategies should be chains of experiments; 
even apparently adequate methods should be discarded 
in order to make way for new trials (Landau, 1973: 
533-42; White, 1969: 32-42; Wildavsky, 1972: 
509-20). 

Self-designing organizations will encounter at least 
three groups of technical problems. Firstly, self- 
designing organizations need timely information about 
changes in their environments and their performances, 
so that they will have enough time to invent appro- 
priate methods. Secondly, means are needed to coun- 
teract organizational inertia and to keep organizations 
exploring alternative futures. Thirdly, self-designing 
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organizations have implications for their members’ jobs 
and reward systems; they are likely to require new 
attitudes toward work and new job systems. The 
ensuing sections of this article discuss these problem 
areas in sequence and point out actions that policy 
makers and managers can take in order to foster 
self-designing organizations. 


TRANSMITTING CHANGE SIGNALS 


Self-designing organizations depend on efficient infor- 
mation systems that can trigger timely adjustments to 
changing internal and external conditions. ‘The impor- 
tant characteristics of information systems include 
input signals from diverse sources and rapid percep- 
tions of change. For example, one study found that 
hospitals with information systems that highlight both 
expenses and medical performances can better achieve 
high-quality treatments at low cost and better match 
their internal structures to environmental require- 
ments than can hospitals with information systems that 
focus primarily on monetary measures (Gordon et al., 
1974). Another study found that the more profitable 
business firms are those that use diverse criteria to 
evaluate themselves (Grinyer and Norburn, 1975: 
70-97). 

Although new computer technologies can improve 
information processing, crucial improvements are 
needed in the information being processed. Most 
organizations currently rely on accounting systems and 
formal reports to measure their performances, but 
these measures are at best partial. Organizations that 
suddenly find themselves in trouble evidently are ones 
that have relied on routine, formal reports too heavily 
(Nystrom et al., 1976: 209-30). Because accounting 
systems reflect material and financial resources— 
neglecting such resources as skilled personnel, know- 
how, or investments in future markets—organizations 
can accumulate hidden resources and dissipate them 
without recognizing these trends or measuring most of 
the trends’ effects (Hopwood, 1973: 83-98). 

When there are no generally accepted performance 
measures, organizations can respond to observed defi- 
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ciencies by shifting to new performance measures that 
portray their activities favorably (Nystrom, 1975: 
104—13). Even when performance measures are gen- 
erally accepted ones, evaluation and adaptation suffer 
from insufficient upward communication, messages are 
often distorted or blocked while traveling from lower 
organizational levels toward decision centers. 

Participation in organizational governance can im- 
prove organizational self-evaluations by bringing in 
outside expertise and by making better use of inside 
expertise. Representatives of workers, customers, cli- 
ents, suppliers, patients, governments, interest groups, 
and citizens can supply additional information about 
opportunities and threats in organizations’ environ- 
ments or expose obscure difficulties within organiza- 
tions, thereby improving organizations’ reaction times 
and their decision bases. Participation in organizational 
governance may also reinforce members’ loyalty and 
increase organizations’ cohesion in the face of rapid 
change. Organizations with informal, nonhierarchical 
communication links react faster and more easily to 
changes in their environments. 

Widespread participation in organizational gover- 
nance will require information systems that keep each 
participant adequately informed. Although, so far, 
electronic information technology has been used 
mainly to increase control by top-level personnel, it 
could help to decentralize decisions and to distribute 
decision aids and accurate information to lower-level 
personnel, customers, clients, or community members 
(Mumford and Sackman, 1975; Simon, 1973: 268— 
78). 

How should managers and policy makers improve 
performance measurements? Rather than allocating 
resources to elaborate performance evaluations, policy 
makers should foster informal communications and 
should encourage managers to elicit brief performance 
appraisals from diverse groups. Policy makers and 
managers also should combat reliance on formal ac- 
counting systems, and they should reject misleading 
precision in statements about past performances and 
future expectations. Top managers ought to monitor 
environments more and internal methods less. Time 
and effort ought to be invested searching for new 
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measures of organizational success that include ecolog- 
ical consequences. 


STIMULATING ORGANIZATIONAL 
CURIOSITY 


Management theories have long prescribed skill spe- 
cialization, systematic coordination, clear objectives, 
and unambiguous authority structures. These widely 
accepted prescriptions say an organization should be 
internally differentiated and yet haromonious, should 
use explicit communication channels and explicit deci- 
sion criteria, and should act decisively and consistently. 
Such properties can enhance the performances of 
organizations that inhabit slowly changing environ- 
ments: ad hoc analyses can be replaced by standardized 
routines; routines can be multiplied, reduced to their 
essential elements, and then preserved in capital equip- 
ment and training programs, communications can be 
compressed with efficient codes; and responsibilities 
can be delineated, precisely (Galbraith, 1973, Khand- 
walla, 1974: 74-97; Starbuck and Dutton, 1973: 
21-28). Because they are designed for benevolent and 
relatively slowly changing environments, today’s or- 
ganizations avoid debates and conflicts, and they im- 
pose rationality on activities. 

Rapid change will require increased risk-taking and 
experimentation by organizations that seek to survive. 
Competition in a stabilized population of organizations 
or pressures from technological innovations will favor 
organizations that can seize opportunities and create 
unique niches of competence. Increased risk-taking 
will raise organizational death rates, but will also 
improve the adaptiveness of the surviving organiza- 
tions. 

Self-designing organizations will need planning sys- 
tems that expect the unexpected and that stimulate 
curiosity; such systems will differ from the systems 
currently advocated for long-range planning. In fact, a 
study of British firms found no evidence that consensus 
about objectives, clearly defined roles, or formal plan- 
ning correlated positively with financial performance 
or innovativeness. Instead, financial performance cor- 
related positively with reliance on informal, unofficial 
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communication channels and with the number of 
different kinds of information used during reviews of 
company policies. Organizations with elaborate long- 
range planning systems seemed less able to explore 
their futures than organizations with less programma- 
tic ways of forming strategies (Grinver and Norburn, 
1975: 70-97). 

Organizations’ searches for new modes of behavior 
are motivated by dissatisfaction and triggered by signs 
of failure, and intervals of doubt and reappraisal 
precede genuine efforts to reorient strategies. Reap- 
praisals are not fostered by the organizational practices 
that clarify goals and that allocate tasks logically and 
unambiguously. Consequently, self-designing organi- 
zations ought to use logical contradictions, ambiguities, 
and overlaps to counteract complacency and to stimu- 
late innovations. 

The essence of all efforts to reduce organizational 
inertia is to induce organizations to act as if optimal is 
an impossible state. Links between current methods 
and current goals should be seen as transient. Behaviors 
should be planned as sequences of experiments to test 
the stability of environmental phenomena and to 
discover better ways of behaving in the future, and the 
experiments should continue even after optimal behav- 
iors appear to have been found. Because shifting 
environments and uncertain futures give organizations 
the task of optimizing unknown criteria, continuous 
experimenting along a trial-and-error trajectory makes 
better sense than does attempting once-and-for-all 
solutions to problems that will change (Box and 
Draper, 1969, Campbell, 1969: 409-29; Lindblom, 
1959: 79-88; Starbuck, 1974: 67-76). 

Experiments can be stimulated by making organiza- 
tions pursue different goals at different times, by letting 
separate departments pursue incompatible goals simul- 
taneously, and by undertaking iterative improvements 
instead of attempting to find overall optima immedi- 
ately (Wildavsky, 1972: 509-20). All of these strate- 
gies remind organizations’ members that goals and 
criteria are erroneous approximations that can be 
corrected and improved. 

The key design challenge is to balance the levels of 
discretionary, uncommitted resources. Discretionary 
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resources must be available if organizations are to try 
experiments, to develop new capabilities, to take risks, 
and to survive transitions to new environments. But 
when discretionary resources grow too large, there are 
not enough warnings of change, and so adaptive 
capabilities wither. 

If policy makers and managers want to encourage 
adaptiveness, they should think thrice before punishing 
entrepreneurial ventures. Promotions and incentives 
ought to reward people who deviate from familiar 
methods, who take risks, and who ask imaginative 
questions. Occasional failure ought to be every man- 
ager’s right, and policies and educational programs 
ought to foster ideological commitments to exploring 
unknowns rather than to mastering the known. Instead 
of criticizing organizational subunits for having unclear 
and contradictory goals or for duplicating the activities 
of other subunits, policy makers and top managers 
should interpret conflict and ambiguity as generators of 
healthy changes. Investment policies and tax incentives 
ought to favor flexible assets that convert to diverse 
uses and ought to nurture efforts to recycle existing 
assets. Hiring criteria should place high values on 
people’s versatility and their preparedness to learn, and 
organizations ought to set up programs to help their 
personnel unlearn outdated traditions and standardized 
routines. Contracts and commitments should shrink 
the long term and focus on the short term. 


LIVING IN SELF-DESIGNING 
ORGANIZATIONS 


An orientation toward flexibility will mean that most 
interpersonal relationships are temporary ones, that job 
assignments will change frequently, and that hierar- 
chical statuses and prerogatives will shift. There may 
be high job turnover as people depart who dislike 
newly adoped task arrangements, and as people arrive 
who possess needed abilities. Departments, work 
groups, and individuals require latitude in which to 
evaluate and to reorient themselves, and this in turn 
means latitude in which to err and to harm themselves. 

There are real reasons for wondering how satisfying 
such jobs can be. How much pride can people take in 
rapidly vanishing accomplishments and in solutions 
which are automatically assumed to be faulty? Can the 


people who prefer clear, stable assignments learn to be 
happy with endless sequences of experiments and 
reorientations? Will inconsistencies and ambiguities 
induce apathy and alienation in people, as they did in 
Pavlov’s dogs? Little is known about such issues. 
Unstable, experimental situations may make today’s 
people uncomfortable mainly because today’s organi- 
zations promote stability, consistency, and perma- 
nence. Perhaps people can draw as much satisfaction 
from the activities that keep organizations viable as 
they now draw from repreated routines and familiar 
structures (Wildavsky, 1972: 509-20). Perhaps peo- 
ple can take pride in creating new methods rather than 
in reusing elegant methods, and people can enjoy 
partially answering important questions instead of 
precisely answering inaccurate questions (Mitroff and 
Featheringham, 1974: 383—93). Perhaps careers that 
aggregate similar jobs in different organizations can be 
more satisfying than careers that aggregate different 
jobs in the same organizations. 

What actions should policy makers and managers 
take to improve jobs and employment systems? People 
should be encouraged to try our alternative jobs, and 
transfer systems should be developed that reduce the 
difficulties and expenses of discovering new employ- 
ment opportunities, of moving into new organizations, 
or of changing occupations. A person’s long-term 
financial security should not depend on continued 
employment with the same organization. Information 
about job openings and available people should be 
widely disseminated, perhaps through publicly sup- 
ported information systems. Educational curricula 
ought to deemphasize narrow specialization, and edu- 
cational policies ought to treat learning as a lifetime 
activity. Opportunities should be created for people to 
distribute through time the cost of mid-career reorien- 
tations. There should be as much freedom for individ- 
ual people—to innovate, to experiment, and to adapt— 
as there is for the organizations people can and will 
create. 


STARTING TO BEGIN 


Because no one can accurately forecast the future, no 
one can design organizations that match tomorrow’s 
challenges. However, self-designing organizations 


DESIGNING ORGANIZATIONS TO MATCH TOMORROW 


would reduce the costs of forecast errors by rapidly 
adaptung to what really occurs. Self-designing organi- 
zations redesign themselves to match tomorrow. 
Individual organizations can strive to become self- 
designing and to remain so, and some organizations 
may succeed. But today’s social environments seriously 
impede the redesign efforts of isolated, individual 
organizations, and self-designing organizations will not 
grow prevalent unless they receive support from 
compatible social institutions and appreciative ideolo- 
gies. People will have to face up to the deficiencies in 
systematic methods, rational analyses, and consistent 
behaviors; and people will have to acknowledge the 
virtues of impermanence, dissension, bare adequacy, 
uncertainty, and ambiguity. Societies will have to 
follow new policies and put new social technologies 
into operation—technologies that encourage flows of 
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people and of information, and policies that foster 
continuous experiments and strategic versatility by 
people and by organizations. Policy makers and man- 
gers as well as everyone else will have to honor the 
complementarities among actions by individuals, by 
organizations, and by societies, because the social 
institutions needed to support self-designing organiza- 
tions must themselves be supported from below. 

It is far from obvious what steps can take the world 
from where it is to where it ought to be. Yet this 
ignorance is itself an informative guide to action: it 
implies that steps will have to be discovered progres- 
sively through incremental experiments in pursuit of 
ambiguous, shifting goals. Ignorance of what steps to 
take 1s also reassuring, for it means that experiments 
still lie ahead. The excitement and fun come from 
designing, not from having designed. 


CONCLUDING STATEMENT 


Finally, what can we say about contemporary organization theory and design? What 
developments can we anticipate in the near future? And, therefore, what recommendations 
to organizational designers can we offer? The articles in this chapter have addressed 
themselves nicely to these questions. We will therefore keep this concluding statement 
relatively brief, using it to review some important ideas. We consider the ideas of growth 
versus no-growth, loose coupling, and self-designing organizations. 


ORGANIZATIONS: GROWTH, STABILITY, OR DECLINE? 


The first idea in developing organizational thought that needs to be pursued is that raised by 
Scott in the first article, “Organizational Theory: A Reassessment.” Specifically our 
ideas/concepts/theories about organizations have served us well during periods of growth 
and expansion. Will they serve us equally well during periods of contraction? As the author 
pointed out, organization theory and practice have rested on the assumption that growth and 
expansion are inevitable. Further, managers have felt duty bound to make sure that that 
inevitability 1s met. 

But what about a society operating with a no-growth mentality? For such a society, 
organizations will be constrained to make do with what they have, rather than encouraged to 
go out and get more. Will our current ideas/concepts/theories even be relevant to—much 
less helpful for—such a condition? 

Scott sounded a pessimistic note in answering this question. He suggested that the 
“classical values” are simply too conservative. Scholars, researchers, and practitioners will be 
unable to change their conceptions of appropriate processes and outcomes. Instead, argued 
the author, people will have to abandon those values. They will have to replace them with 
those of the “radical model.” ‘These latter values are stability or decay, scarcity, and conflict. 

The other pessimistic note sounded by Scott concerns turbulence. He predicted that in 
the next few years organizations will fluctuate along three continua: 


Growth =< Stability or Decay 
Abundance <> Scarcity 
Consensus <> Conflict 


In other words, he argued that organizations will move from left to right along these 
continua, although the movement will be back and forth. Some years will see relative 
growth and abundance. Some will see the opposite. The trend, however, will be toward 
stability (or decay) and scarcity. As a result, organizations will move from relatively open 
and adaptive organisms, in which consensus is a dominant operating mode, to closed and 
static mechanisms, in which conflict prevails. 

Frankly, we both agree and disagree with Scott’s conclusions. We do agree with his view 
of changing organizational circumstances. There is persuasive evidence, as he pointed out, 
that we are embarked on an era of limited (or no) growth; an era in which scarce resources 
are even scarcer. 


Granting this view, however, why is our conventional view of organizations therefore 
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inappropriate? Basically we have said that the organization is a system, a system that is open 
to its surroundings. It acquires resources, processes them, generates output, disposes of the 
outputs in such a way as to continue acquiring more input, and so on. The thrust of this 
conception is threefold: 1. resources flow through the organization; 2. organizational 
properties and processes get designed and redesigned to deal with this flow and the 
attendant uncertainties; and 3. the organization’s success at all this is assessed in terms of 
multiple criteria. These criteria relate to internal matters, external matters, and the 
relationships among them. 

Does a changing circumstance alter the essential sensibility of this view? No doubt, as 
resources become scarcer, such environment-engaging activities as noted in Chapter 4 will 
change. Moreover, conflict management will become more usual—and consensus manage- 
ment less usual—than in times of abundance. Still, the open-system/contingency-design 
paradigm encompasses these eventualities. Changing circumstances—even those predicted 
by Scott—will probably have little direct effect on that paradigm. 


LOOSELY COUPLED ORGANIZATIONS 


There is a second idea that is influencing developing organizational thought. This idea, 
mentioned earlier in Chapter 8, was first articulated by Glassman (1973). Its popularization 
began with an article by Karl Weick (1976).! The essence of the idea is that organizations 
are not tidy, efficient structures, rationally performing according to plans that are designed 
to maximize goal achievement. Instead, organizations are loose assemblages of people, 
resources, activities—assemblages that may or may not contact each other in some form or 
fashion. 
The following passage by James March illustrates the idea (in Weick, 1976:1): 


Imagine that you're either the referee, coach, player or spectator at an unconventional soccer 
match: the field for the game is round; there are several goals scattered haphazardly around the 
circular field; people can enter and leave the game whenever they want to; they can throw balls in 
whenever they want to, as many times as they want to, and for as many goals as they want to; the 
entire game takes place on a sloped field; and the game is played as if it makes sense. 


The author points out that this description, as bizarre as it seems, could serve to describe a 
real organization. Consider schools, for instance: substitute principals for referees, teachers 
for coaches, students for players, parents for spectators—and schooling for soccer. Doesn’t 
the example make sense? To be sure, it makes a different kind of sense from conventional 
descriptions of school organizations. But it does make a kind of sense nonetheless. Most of us 
reading the passage and thinking about a grade school or high school can see the 
resemblances. The point, of course, is that those resemblances no doubt differ from what we 
see when conventional descriptions are used. In short, the idea of loose coupling suggests 
nonconventional images of organizational actions. 

The question remains, however: What are these nonconventional images that we see, and 
are they useful? Basically they describe organizations in which activities are not tightly and 


1. This section follows Weick’s (1976) discussion. 
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unambiguously connected. Conventional systems thinking can lead the unwary to believe 
that once an event occurs, there is an effect that ripples inexorably throughout the 
organization. After all, the organization is seen to be a system of variables that are 
extensively interconnected. Recall our own discussion back in Chapter 1, in which we used 
Henderson’s (1935:14) diagram of systems interdependencies (reproduced here as Figure 
14-1). 

We noted that Henderson explains his diagram as follows (1935: 86): 


The four rigid bodies A, B, C, and D are fastened to a framework a, b, c, d by the elastic bands 1, 2, 
3, 4, and 5. A, B, C, and D are joined one to another by the elastic bands 6, 7, 8, 9, and 10. Here the 
conditions of statical equilibrium can be worked out mathematically, or determined empirically by 
introducing spring-balances into the bonds 1, 2, . . . 10, and reading the balances. 


Now imagine the point of attachment of 5 on the frame to be moving toward b, all other points of 
attachment remaining unchanged. What will happen? Consider A. There will be action on A by 
the path 5, 9, by the path 5, 8, 10, and by the path 5, 8, 7, 6. But in each case these actions do not 
cease at A, just as they do not previously cease at D. The first, for example, continues along the path 
10, 8, and so back to 5. If we try to think of all this as cause and effect we must inevitably reach a 
state of confusion. 


The idea of loose coupling, on the other hand, suggests that an event may or may not 
trigger a rippling effect. There is an extraordinary variety of variables, forces, groupings, 


Pa 


Figure 14-1. System interdependencies 


Source: Lawrence J. Henderson, Pareto's General Sociology (Cambridge, Mass.: Harvard University Pr i 
: ’ A a ess, 1935), p. 14. 
1935 by the President & Fellows of Harvard College; renewed 1963 by Lawrence J. Henderson. 4 abate 
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actions and counteractions that will dampen out those effects. It is not for nothing that 
political analysts observe, “Presidents and Cabinet officers arrive with great fanfare and high 
intentions; however, the bureaucrats remain long after they are gone.” Indeed, one is 
tempted to say that many a well-meaning political knight has broken his lance on 
bureaucracy’s shield. However, the shield metaphor is not quite to the point. The idea of 
loose coupling informs us that an organization is not a hard, unyielding shield. Rather, it is 
relatively soft—almost amorphous. In another context, Herbert Marcuse (1964) describes 
bureaucracy as like a huge, warm marshmallow. This metaphor is better. It reminds us that 
the organization does have some substance—it is an identifiable “thing.” Still, it is not a 
finely tuned machine, of either the classical or the systems form. Events occur, people come 
and go, and various effects may or may not be felt. 

In summary, there is a developing idea that organizations are collections (‘‘assemblages’’) 
of people, resources, and activities. This idea is encouraging many organizational 
practitioners and analysts to move away from such questions as, “How does function 
produce form?” toward more active—and less concise— questions such as, “How are loosely 
coupled activities held together within some identifiable form?” We often get the feeling 
that organizations work mainly because everyone knows roughly what is supposed to go on. 
Moreover, everyone knows that everyone also knows what is supposed to go on. This 
consensus or agreement, these anticipations and understandings, are necessary. No amount 
of rules, supervision, or other controls could possibly make the whole thing work. 
Practitioners and analysts therefore need to know how these agreements and understand- 
ings—how these loose couplings—are fashioned and how they operate. 


SELF-DESIGNING ORGANIZATIONS 


There is a third idea that is affecting developing organization thought. In a sense, this idea 
follows from the preceding two. Specifically, we have suggested that there is a movement 
afoot to revise the dominant organization-theoretic paradigm in light of a no-growth society. 
Further, we have indicated that organizations may be much more loosely coupled than 
heretofore believed. As a consequence of these two developments, many analysts are 
suggesting that organizations need to learn to design themselves if they are to survive and 
prosper. In the second article in this chapter, “Designing Organizations to Match 
Tomorrow,” Hedberg, Nystrom, and Starbuck make just such a suggestion. 

Basically the idea is this: it is relatively clear that whatever the future holds for 
organizations, change will be its hallmark. Even, as Scott pointed out earlier, a future of 
so-called stability or decay will be a fluctuating one. Thus as Hedberg and his colleagues 
note, the main prerequisite for organizations will be “an ideological commitment to 
impermanence.” 

At this stage, one can only speculate as to what is organizationally important to fulfill such 
a commitment. Hedberg et al. suggested that the following properties are critical: 
participatory information systems that transmit diverse messages; strategic experimentation 
that disrupts complacency and stimulates curiosity; and jobs and careers that provide 
satisfying lives despite changing work environments. To this set we would add the following 
two requirements. 
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First, organizations must develop a high level of skill for assessment. This skill would be 
exercised with respect to both external and internal conditions. As external conditions 
vary—whether in social, political, technological, or financial arenas—organizations must 
have the skill to assess those variations and routinely incorporate that assessment into their 
decision-making processes. And if the decision-making processes themselves need to change 
as a result of such assessment, that change should be effected with a minimum of 
organizational trauma. 

Similarly, internal assessment will be critical to effective self-design. If Hedberg et al. are 
correct in predicting that flexibility and temporariness will characterize organizations of the 
future, then continual—and virtually automatic—monitoring of organizational processes 
will be necessary. Otherwise inertia sets in, and the organization begins to harden like 
concrete. Solidified concrete is not the best material to join loosely coupled assemblages of 
people and activities. 

Second, greater attention will have to be paid to creativity. Scott noted that organizations 
will find themselves moving back and forth along several continua (Growth—Decay, 
Abundance—Scarcity, Consensus— Conflict). As they experience this movement, they will 
find it necessary to retain flexibility. In other words, organizations will find it necessary to 
maintain an environment which facilitates creative thinking. Specifically, as Deutsch (1969) 
has shown, organizations will need to (a.) encourage and motivate people to question the 
status quo; (b.) develop conditions that permit reformulation of problems; and (c.) provide 
opportunities for diverse ideas to meet each other. All these conditions should exist as a 
normal part of organizational life, with an absence of threat to organizational members. 

In summary, as organizations move into their futures, however much they may lurch back 
and forth, they will have to develop a continuing capacity for redesign. To do so, 
organizations will have to acquire and process diverse information at all levels. They will also 
have to develop assessment skills. The organization’s position with respect to external 
conditions, as well as the form and effectiveness of internal actions, need to be examined and 
evaluated. Otherwise, stagnation is the likely result. Finally, organizations will have to 
develop an atmosphere in which questioning, experimentation, and change can occur under 
nonthreatening conditions. 

In a nutshell, the issue is simple: our society demands a great number and variety of goods 
and services. Organizations are the only social instruments available to accommodate those 
demands. If those instruments are to be effective, their design must be sound in principle and 
in practice. Therefore their design must be continually assessed, modified, and modified 
again. To do so is to foster organizational viability. And, like it or not, organizational 
viability is necessary to a healthy society. 


Questions for Review 


1. How does Scott see the classical and systems models categorized as modes of 
governance? 

2. Along what dimensions does Scott see the shift from old to new confidences occurring? 

3. Scott says that it is possible “to represent the value structure of the radical model as 
movement either forward or backward along three continua.” What are the end points 
of each of these continua? 


4. In what ways do Hedberg et al. see organizations growing inflexible because of 
benevolence? 
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. Hedberg et al. see policymakers with only two basic options open to them in the future. 


What are these options? In the opinion of the authors, are these options mutually 
exclusive? 

Self-designing organizations, according to Hedberg et al., will encounter at least three 
groups of technical problems. What are they? 


. To fulfill a “commitment to impermanence,” several critical properties have been 


suggested. What are these? 


. What do Hedberg et al. say about living in self-designing organizations? 


As seen by Scott, what are the operational premises existing in his radical model? 


. Three developments in organizational thought were described. What are they? 


How do they relate to each other? 


Questions for Discussion 


. “The role of management has been socially and legally defined as the stewardship of 


resources: if the stewardship function is executed successfully, the wealth of an 
organization is protected and increased; the welfare of the clients and constituents is 
improved; and the fortunes of the management are advanced.” Are Scott’s require- 
ments for successful execution of the stewardship function too idealistic? Too high? Can 
one of these requirements be fulfilled only at the expense of another? What is the usual 


_ priority for these functions? Do you know of any organization that currently fulfills all 


these requirements? 


. “Whether deservedly or not, humanism adapted to the management process has the 


taint of manipulation,” according to Scott. Is this usually deserved or is it not? Why 
should it be tainted with manipulation? Is there a situation in which “humanistic 
management” would not be manipulative? What would be the prerequisites for 
nonmanipulative humanistic management? 

Scott maintains that “. . . personal satisfaction and organizational efficiency are 
compatible only at a most superficial level.” In your opinion, is this true? Which areas 
are compatible? Which are not? What future does this suggest for the worker and for 
management? 

“The matrix structure requires politicization of structure and behavior in order to 
work.”’ What does this statement mean to you? 

Scott asserts that “totalitarianism and federalism are in direct lineage from traditional 
autocratic and democratic governance modes.” What do you understand by the terms 
totalitarianism, federalism, autocratic, and democratic? Do you agree with Scott’s 
assertion? Support your argument. 

“The extant management paradigm is loaded with anomalies.” Apart from those 
already mentioned by Scott, can you think of other anomalies in the present 
management paradigm? What, if any, are these, and why are they anomalies? 
According to Hedberg et al., “‘today’s institutions find rapid change stressful largely 
because of networks of private and public organizations that lack adaptiveness.”” What 
examples of this come to your mind? What kind of adaptiveness might be required to 
lessen the stress? 

“Occasional failure ought to be every manager’s right, and policies and educational 
programs ought to foster ideological commitments to exploring unknowns rather than _ 
to mastering the known,” maintain Hedberg et al. Is this view too risky for 
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organizations? How “occasional” should occasional failure be interpreted? What 
balance should be maintained between exploring the unknown and mastering the 
known? 

Hedberg et al. note that the main prerequisites for organizations will be “an ideological 
commitment to impermanence.” What is your objective reaction to this statement? 
What is your subjective reaction to this statement? Is there any conflict between your 
two reactions? If so, does this conflict parallel the external situation for the future? 
What’s wrong with inertia? In an age of scarce resources, should not managers be 
reluctant—not eager—to move their organizations in new directions? Or should they? 


CASE FOR DISCUSSION 


CASE: HIGGINS EQUIPMENT COMPANY (B) 


In early 1960, the president of the Higgins Equipment Company, John Howard, confided to 
researchers that he was distressed by company personality problems and by their effects on 
his organization. Of major recent concern had been the director of engineering’s behavior 
and its effect on relations between the two sections of the engineering department and 
between both of them and sales and production. The only solution to this problem, the 
president explained, was to ask Haverstick, the engineering director, to leave; a resolution 
made all the more difficult by virtue of the man’s having been with Higgins for only a year. 
President Howard said: 


Personalities of Haverstick’s type, this conflict type, bother one personally. | dislike strife 
and |’m always trying to smooth it out. Now Stephen Spencer, the man we have chosen as 
Haverstick’s successor, is peace loving. He’s the opposite to what Haverstick was. I’m 
sure output could be increased by 5 to 10 percent with better cooperation. Haverstick was 
arrogant and too young. He was trying to tell people in other departments how to run their 
affairs without having a clean house himself. | find so far that | can turn to Steve, who is 
very cooperative and very able. | think we’ll be able to give him a bonus this year. 


About a year later, just as the researchers were concluding their study, Steve Spencer was 
also discharged. Steve, it was said, “‘lacked qualifications.’’ Sales and production had been 
upset by what they saw as a ‘‘lack of direction’ in engineering. R&D, a subdivision of 
engineering, felt it was not getting proper technical assistance. New product developments 
continued to fall behind schedule, while development and expected product costs proved 
unpredictable. 


Company History 

The Higgins Equipment Company manufactured a line of electrical testing and radio 
equipment for industrial and scientific customers. While the vast majority of dollar sales were 
composed of standard, assembly-line products, an increasing number of orders called for 
unique specifications, from a particular color of paint to an entirely untried basic design. 
Historically, the company had passed through three growth stages. Between 1917 and 1927 
occurred the “‘production phase’”’ in which the founder successfully constructed his own 
prototypes, personally supervised production and arranged for the sale of his products. The 
period 1927 to 1947 saw an accelerating emphasis on sales. Finally, 1947 to 1960 was an 
era of explosive growth. R&D became the spearhead of expansion. It was shortly before this 
last period that Howard became president. 


Department Heads 


The organization chart (see Exhibit 1) shows Stephen Spencer to be both head of the entire 
engineering department and of the staff section, engineering services. Engineering services 
was the result of the growth of auxiliary services which accompanied the enlargement of 
R&D staff and activities. Originally all of these services had been performed by R&D men or 
by their personal assistants. In effect, there had never been a decision to establish an 


Copyright © 1963 by the President and Fellows of Harvard College. Reproduced by permission. 


515 


uOol}eI}SiUIWUpe 
BHuleeulbuy 


(ssnedjg AlI0) 
JO1}U09 AENH 


Bulseulbue 
uojonpoidaid 


(q1eH yer) 
Jo}9a11p Aindaq 


(40}09811q 
‘yaoueds usyde}s) 


sedlAias HBulaaulbug 


(4adueds uaude}s) 
BHunaeulbug 
JO JOJOIIIG 


yoeasel 
JEdIWAYO-01}09/3 


sadiAap jeioads 


(yo@quials ssny) 
uBisap jeusnpu] 


(uemals Aap) 
sj}uauodwod |eioeds 


(Aynq ueq) 
ubisap jeoiueyoop\ 


(eueO|s ,,90Q,,) 
youeesal 


JO 10]9811q 


096|—eud uoljeziuebiC 


BulsiaApy 


QdIAJES OIDeY 


Hulayey 


(jsuaipula|y xey\) 
sayes olpey 


(uosuyor ydjey) 
sajes jo 


juapisaid-390!/ 


(PuemoH UYyor) 
JUBPISA1dq 


“EL HIYXS 


BOUBUAaIUIE/\ 


BuIyeWjOO | 
A\quassy Buiseyoind 
BHuileouge- BHulunosoy 


(QUMOJg PjeJa5) 


juapusjuledns ei sine ates 


Aio\oe4 JUap!ISeid-3diA 


(uOosMey SewoU{) 


jUapISaJd-adIA 
BAIINDEXy 


CASE FOR DISCUSSION UL 


engineering services section. It had simply emerged as R&D men freed themselves of what 
they considered to be details. 

The sales department was headed by Ralph Johnson, a vice president and heir apparent 
to the presidency of the company upon Howard's retirement which was scheduled for 1963. 
Sales administration problems had been greatly compounded by the addition of the radio 
line, which required new demands of distribution, sales personnel with entirely new technical 
and sales skills and, thus, actual sales organization. Growth of the department had never 
quite caught up with the rapidity of expansion which entry into the radio field brought about. 

The production department was headed by Gerald Browne, who had the title of factory 
superintendent. While sales and engineering both reported directly to the president, the 
production and control departments reported to the executive vice-president, Thomas 
Rawson. Because Rawson was relatively inexperienced in both of these areas and because 
of the dynamic personality of Howard, the production and control departments were not as 
forcefully represented in top management deliberations as were sales and engineering. The 
production department was particularly sensitive about this imbalance, despite its deep 
affection for Rawson. 

See Exhibit 2 for personal background data on the central figures in this case. 


Roger Sloane (Doc) 


In spite of occasional and sometimes frequent friction between department and subdepart- 
ment heads, there was one man who never became involved in these disputes. ‘‘Doc”’ 
Sloane, head of R&D, enjoyed universal admiration among Higgins’ employees and officers. 
“Of course, everyone loves Doc,” explained the president. “‘If you took a vote, | know he’d 
be the most popular man in the company.” The president’s interest in Doc’s work had 
personal overtones. He explained, ‘I started out in development work before devoting myself 
to sales. | like to think | can still contribute in both arenas.’’ (The researchers noticed that the 
president’s name plate hung on a cubicle door in the R&D department.) ‘‘| have always taken 
_ pride in the immaculate housing of our equipment and in its high quality, but why is there so 
much friction in getting our designs into production? A designer | trust asked me this the 
other day. ‘Why should we work so hard when they deliberately foul things up?’ We’ve got 
good men in R&D but something happens between their efforts and the end product to 
create problems for us.”’ 

Doc always appeared unhurried, contemplative, and candid in his approach to people and 
problems. His manner of dress and appearance gave the impression of a janitor rather than 
the most highly educated and renowned electronic designer at Higgins. He described his 
feelings about his job as follows: ‘‘We are a long way from being a research group in the 
usual sense of the word. There is no kidding ourselves we are anything but a bunch of Rube 
Goldbergs. But that is where the biggest kick comes from—solving development problems, 
dreaming up new ways to deo things. That’s why | so look forward to the special contracts we 
get involved in. We accept them not for the revenue they represent but for the subsidized 
basic development work for standard products which they let us do. | like administration the 
least. The most important thing in the relationships between people is mutual respect, not 
organizational procedures. Anyway, administrative work takes away from development 
time.’’ Doc felt that production was resistant. ‘There are power interests in production which 
resist change. But you know |’m not a fighting guy. | suppose if | were | might go in there and 
push my weight around a little. In my view the company’s future rests squarely on 
development engineering. Either we’ve got it there or we haven't. This is John Howard’s 
conception, too.” 
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Jeff Hare — deputy director of engineering services, 34-years-old, bachelor’s 
degree in engineering, brought to Higgins in 1960 by Stephen Spencer as his 
assistant. The deputy’s job, as such, had not previously existed, although Hare took 
on some duties previously performed by a newly retired member of the department. 
Previously worked as engineering assistant in an engineering graduate school. 
Then had 11 years experience with Spencer's previous employer as junior and 
senior development engineer. 

Preproduction engineer, 39-years-old, technical high school graduate, joined 
Higgins in 1951. Experienced senior mechanical draftsman—designer and tech- 
nician. Assumed the newly created post of preproduction engineer in 1954, 
supervising two engineering school trainees and working closely with the drafting 
department in fitting into a metal package the separate electronic and mechanical 
units of Higgins’ products. 

Olly Strauss—quality control, 38-years-old, high school graduate, joined 
Higgins in 1949, and worked for eight years on final assembly and testing of 
equipment before taking over the newly integrated quality control operation. 
Previous work as a technician in a large engineering school. 

Engineering administrator, 34-years-old, undergraduate degree in business 
administration, joined Higgins in 1955. Experience in engineering scheduling and 
budgets. First man to fill the office of engineering administrator. With two clerks and 
a secretary he assembled the data necessary to develop time schedules and cost 
estimates for development projects. Administered these aspects of projects in 
progress. 

Drafting foreman, 44-years-old, technical high school graduate, in charge of 
fifteen draftsmen, many capable of mechanical design and electronic detail 
drafting. Many years experience as senior designer and section manager in 
drafting department of a large electronics firm. 

Technician pool foreman, 36-years-old, with Higgins for 17 years, 10 as 
assembler and assistant foreman in production, 7 as technician and pool manager 
in engineering. Administered affairs of and participated in working supervision of 
50 technicians working as R&D assistants, pilot-run assemblers, and special 
devices production force (the latter section run by R&D engineers for the 
production of nonstandard orders). 

Document section manager, 43-years-old, high school graduate, long experi- 
ence as production and engineering clerk and section supervisor. Joined Higgins in 
1956 as engineering change-order clerk. Promoted in 1958 to manage a ten-man 
group responsible for collecting data for and publishing parts list, blueprints, 
change orders, and the other large volumes of paper which passed between R&D 
and production. 

Technical writing supervisor, 40-years-old, liberal arts graduate, many years 
experience as technical writer and supervisor. Came to Higgins in 1954 as 
supervisor of twelve men and women who wrote and illustrated instructional and 
promotional material for Higgins’ products. 

Librarian, 50-years-old, with a great deal of experience in public and school 
libraries, more recently in industrial libraries. Within a budget, he subscribed to 


technical journals, purchased books, and collected public data upon the request of 
R&D personnel. 


Exhibit 2 
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It was Doc’s suggestion in 1954 that the company re-enter the radio field, which it had 
briefly been in during World War II, as well as maintain its position in the test equipment 
market. This proved a highly profitable venture, both in terms of sales and in terms of 
technical challenge. ‘‘Although,’’ Doc said ruefully, ‘‘it took me further from my own bench.” 


R&D Under Doc Sloane 


The researchers found evidence to indicate that R&D had high morale and the capacity to 
accomplish among its interdependent subunits tasks free from the overlay of personal 
resentment and political intrigue. There seeemed to be a close complementarity between the 
goals of this department and overall company goals. Central values expressed by members 
included personal learning, development, and independence. They also felt proud of 
personal contacts with technically oriented customers, which became increasingly neces- 
sary as Higgins’ products became more technically specialized and sophisticated. Doc, 
himself, worked as a part-time sales engineer, consulting with customers. 

Sociometric data' indicated that the R&D section consisted of three major social groups. 
These groupings correlated well with measures of individual competence and to some extent 
with education, experience, and age. The researchers called these three groups the 
“Scientists,’’ the ‘Would-be Scientists,’’ and the ‘‘Youngsters.’’ Below is a schematic 
presentation of what the researchers interpreted from their observations and interviews 
each group was giving to and receiving from each of the others. 


Engineering Services Under Steve Spencer 


The other section of the engineering department, engineering services, was supposed to 
provide ancillary services to R&D and to conduct liaison between R&D and other Higgins 
departments. Top management described the functions of engineering services as, 
“establishing and maintaining cooperation with other departments, providing service to 
‘development engineers, and freeing more valuable men (R&D designers) from essential 
activities which are diversions from and beneath their main competence.’’ The background 
and experience of primary engineering services and other key personnel are shown in 
Exhibit 2. 

Sociometric measures revealed that engineering services was not a cohesive group. Many 
of its members were located in other departments. Its quality control personnel were hardly 
noticeable in the midst of production’s assembly operation. Its technicians, assigned to 
R&D’s development engineers, worked primarily in R&D cubicles or the area devoted to 
production of special devices. Generally, the remaining engineering services offices were 
assigned to widespread leftover spaces between elements of R&D. 

Among the main functions of engineering services were drafting and provision of 
technicians from a central pool. Other major functions included: engineering administration, 
which scheduled and expedited engineering projects; the document section, which 
compiled parts list and published engineering orders; preproduction engineering, composed 
of several technicians who pulled together into mechanically compatible packages R&D’s 
individual design components; and finally, quality control, which inspected incoming parts 
and materials, in-process subassemblies, and finished instruments against predetermined 
standards. 

Researchers compared the interaction patterns prescribed (i.e., how people were 
supposed to behave) for engineering services personnel in their work relationship with R&D 


1. Elicited by questions concerning friendship choices and through observations of work and nonwork interactions. 
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(a) Prescribed interaction-influence patterns * 


R&D Engineering Services Production 
Bighs e o High. L.<; > a: ae eee 
Middle 6—————| Midde"|<—. # Middle 
a 
Low Low Low 


* As described by top management, in response to the question, ‘‘Who is supposed to communicate with whom and whose opinion, if 
either, should dominate?”’ The vertical lines represent an array of department members, broken into three groups according to job 
rank, as indicated by title, pay, and responsibilities. Arrows indicate interacting pairs of men. Numbers affixed to arrows represent the 
number of pairs in interaction. Double-ended arrows indicate a mutual influence, while single-ended arrows depict one-way influence 
between two men. The interaction recorded in this exhibit refers to personal contact rather than that which may also have occurred 
through the routine, non-personal, interdepartmental flow of paper. 


(b) Observed interaction-influence patternsT 


R&D Engineering Services Production 
High Big, Hatt oe High 
Middle Middle | <———1 Middle 
oa ‘ 
<< 
Low Low Low 


+ The researchers developed the chart of observed interaction influence by prolonged observation. Each interaction was recorded 
and a judgment made concerning the balance of influence between the individuals involved, on the basis of whose point of view tended 
to dominate most frequently. For example, far more often than not, when Browne was in discussion with Spencer concerning such mat- 
ters as a production-originated engineering change order, Browne's opinion would carry the day. Or where Spencer and Sloane 


discussed such things as the budget for a new project, their ideas tended to merge and the decisions emanating from their delibera- 
tions tended to reflect the opinions of both men. 


Exhibit 3. 


and production people with the actua/ patterns of interaction which they observed (see 
Exhibit 3). 


Steve Spencer, when asked about his job, gave the following description: 


My role in the company has never really been defined for me. It is complicated by Doc’s 
unique position. In a nebulous way, he works through me and | through him. But he is not 
the least bit interested in the routines of administration. My relationship with him and his 
people is somewhat ambiguous. He is highly regarded in this company, and | have a great 
deal of affection and respect for him myself. But | can’t count on him for any responsibility 


in scheduling projects, checking budgets, or what-have-you. In some senses, I'm in 
charge of R&D and in others |’m not. 


My biggest problem is getting acceptance from the people | work with. I've moved slowly 
rather than risk antagonism. | saw what happened to Haverstick, and | want to avoid that. 
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But although his precipitate action had won over a few of the younger R&D men, he 
certainly didn’t have the department’s backing. Of course, it was the resentment of other 
departments which eventually caused his discharge. People have been slow accepting me 
here. There’s nothing really overt, but | get a negative reaction to my ideas. 


Browne (production head) is hard to get along with. Before | came and after Haverstick 
left, there were six months intervening when no one was really doing any scheduling. No 
work loads were figured, and unrealistic promises were made about releases. This puts us 
in an awkward position. We’ve been scheduling way beyond our capacity to manufacture 
or engineer. 


| wish | could be more involved in the technical side. That’s been my training, and it’s a 
lot of fun. But in our setup, the technical side is the least necessary for me to be involved in. 


Steve went on to explain that: 


Certain people within R&D, for instance Russ Steinbeck, head of the radio electronic 
design section, understand scheduling well and meet project deadlines, but this is not 
generally true of the rest of the R&D department, especially the mechanical engineers who 
won't commit themselves. Most of the complaints come from sales and production 
department heads because items are going to production before they are fully developed, 
under pressure from sales to get out the unit, and this snags the whole process. Somehow, 
engineering services should be able to interview and resolve these complaints, but | 
haven’t made much headway so far. 


Salespeople were often observed taking their problems directly to designers, while 
production frequently threw designs back at R&D, claiming they could not be produced and 
demanding the prompt attention of particular design engineers. The latter were frequently 

‘observed in conference with production supervisors on the assembly floor. 

Steve was asked where he sought help: 


| should be able to go to Howard, but he’s too busy most of the time and he’s only really 
interested in the electrical test equipment line. Howard sees himself as head of 
engineering but | have to take the initiative. Doc isn’t interested in planning and there are 
problems the front office just doesn’t understand. Jeff Hare (Steve’s deputy director) is a 
big help to me. He’s here to help take the load off the development engineers (R&D), but 
they tend to feel they’re losing something when one of us tries to help. They feel it’s a 
reflection on them to have someone take over what they’ve been doing. They seem to want 
to carry a project right through the final stages, particularly the replacement boys. On the 
other hand, production people see themselves as methods and preproduction people and 
they want to get their hands on the product at an early stage. Consequently, engineering 
services people are used below their capacity to contribute and our department is denied 
functions it should be performing. There’s not as much use made of engineering services 
as there could be. 


Steve Spencer’s technician foreman added his comments: 


Production picks out the engineer who'll be the ‘‘bum of the month.”’ They pick on every 
little detail instead of using their heads and making the minor changes that have to be 
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made. The fifteen-to-twenty-year men shouldn't have to prove their ability anymore, but 
they spend four hours defending themselves and four hours getting the job done. | have no 
one to go to when | need help. Steve Spencer is afraid. I’m trying to help him but he can’t 
help me at this time. I’m responsible for fifty people and I’ve got to support them. 


Jeff Hare, whom Steve had brought with him to the company as an assistant, gave another 
view of the situation: 


| try to get our people in preproduction to take responsibility, but they’re not used to it, 
and people in other departments don’t usually see them as best qualified to solve the 
problem. 

Production always says it is drafting that is making the errors. Well, that isn’t fair 
because all engineering and R&D are involved, not just the last ones to handle the 
material. But | haven’t made much headway in changing that point of view. There’s a real 
barrier for a newcomer here. Gaining people’s confidence is hard. 


(Hare resigned from Higgins six months after coming to the company, stating, ‘‘There just 
isn’t a job for me here).”’ 
Another of Spencer’s subordinates gave his view: 


If Doc gets a new product idea you can’t argue. But he’s too optimistic. He judges what 
others can do by what he does—but there’s only one Doc Sloane. We've had 900 
production change orders this year—they changed 2,500 drawings. If | were in Steve’s 
shoes |’d put my foot down on all this new development. I'd look at the reworking we're 
doing and get production set up the way | wanted it. Haverstick was fired when he was 
doing a good job. He was getting some system in the company’s operations. Of course, it 
hurt some people. But, there is no denying that Doc is the most important person in the 
company. What gets overlooked is that Howard is a close second, not just politically but in 
terms of what he contributes technically and in customer relations. 


This subordinate explained that he sometimes went out into the production department but 
that Browne, the production head, resented this. Men in production said that Haverstick had 
failed to show respect for old-timers and was always meddling in other departments’ 
business. This was why he had been fired, they contended. 

Olly Strauss was in charge of quality control. He commented: 


| am now much more concerned with administration and less with work. It is one of the 
evils you get into. There is tremendous detail in this job. | listen to everyone’s opinion. 
Everybody is important. There shouldn't be distinctions—distinctions between people. I’m 
not sure whether Steve has to be a fireball like Haverstick. | think the real question is 
whether Spencer is getting the job done. | know my job is essential. | want to supply service 
to the more talented men and give them information so they can do their jobs better. 


R&D’s Views of Engineering Services 
Said Dan Duffy of the mechanical design department: 


In olden days | really enjoyed the work— and the people | worked with. But now there’s a 
lot of irritation. | get my satisfaction from a good design and from finding solutions to 
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troublesome problems. But it’s not as satisfying as it used to be. | don’t like someone 
breathing down my neck. You can be hurried into jeopardizing the design. 


Russ Steinbeck, head of the electronic design section, was another designer with definite 
views: 


Production engineering is almost nonexistent in this company. Very little is done by the 
preproduction section in engineering services. Steve Spencer has been trying to get 
preproduction into the picture, but he won’t succeed because you can’t start from such an 
ambiguous position. There have been three directors of engineering in six years. Steve 
can’t hold his own against the others in the company. Haverstick was too aggressive. 
Perhaps no amount of tact would have succeeded. 


Jerry Stewart was head of special components in the R&D department. Like the rest of the 
department he valued bench work. But he complained of engineering services: 


The services don’t do things we want them to do. They tell us what they’re going to do. | 
should probably go to Steve, but | don’t get any decisions there. | know | should go through 
Steve, but this holds things up, so | often go direct. 


Views of the Sales Department 


The researchers talked to representatives of the sales department—first its head, Ralph 
Johnson. Ralph explained that his reps made promises to customers, only to find the 
equipment months late in development. He was persistent in trying to get design engineers to 
conventions so that they could know the customer’s point of view. ‘‘We shouldn’t have to be 
after the engineers all the time. They should be able to see what problems they create for the 
company without our telling them.’’ Ralph described himself as ‘“‘a moderator—a man who 
_ settled disputes.”’ 

Max Kleindienst was head of radio sales under Johnson. He explained to the researchers 
that a great number of decisions concerning sales were made by top management. Sales 
was understaffed, he thought, and had never really been able to get on top of the job. 


We have grown further and further away from engineering. The director of engineering 
does not pass on the information that we give him. We need better relationships with R&D. 
It is very difficult for us to talk to customers without technical help. We need each other. 
The whole of engineering is now too isolated from the outside world. The morale of 
engineering (services) is very low. They’re in a bad spot—they’re not well organized. 

People don’t take much to outsiders here. Much of this is because the expectation is 
built up by top management that jobs will be filled from the bottom. So it’s really tough 
when an outsider like me comes in. 


Views of the Production Department 


The researchers paid a call on the production department and its head, Gerald Browne. 
Gerry said he believed in having a self-contained department. ‘There shouldn't be a lot of 
other people breathing down your neck.”’ Gerry and his lieutenants universally expressed 
their preference for ‘“‘getting new products into production, establishing procedures for 
getting standard products into the line and then spending our time doping out new methods 
and processes for getting our job done better.” 
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One of Gerry’s rules was that ‘‘| never talk to the underling of a department head. | always 
talk to the head himself. | always go down the line.’’ He objected to final quality control 
(engineering services) being separated from his department. He felt it should be a 
continuation of assembly. ‘‘Olly Strauss’ superiors don’t understand Olly’s problems. He’d 
rather work for me; he’s told me that many times.” 

Purchasing should also have been under production, according to Gerry. Only a few days 
before he had thrown his storeroom master key on the board-room table in front of the 
president. ‘‘Here, | don’t want it any more. I’ve been accused of fouling up inventory 
control!”’ 

Gerry later explained his feelings about engineering: 


The trouble with engineering is that they are tolerance crazy. They want everything to a 
millionth of an inch. I’m the only one in the company who’s had any experience with 
actually machining things to a millionth of an inch. We make sure that the things that 
engineers say on their drawing actually have to be that way and whether they're 
obtainable from the kind of raw material we buy. 


Engineering services ‘‘just didn’t check drawings properly,’ Gerry explained. Gerry spent 
aconsiderable proportion of his time going over new product drawings, personally returning 
those which he found to be in error. 


So finally they have to listen to us. Changes have to be made because they didn’t listen 
to us in the first place. Engineering services says we've got to keep our hands off quality 
control. But, then, something like this happens: Doc comes in here one day, with a sour 
look on his face, saying there was some burnt wire on the equipment sent to an electronic 
show. | said, ‘You just look here. We didn’t make that equipment; your technicians did!" 


Gerry recounted his pleasure in doing things which engineering had said were impossible. 
“But | never tell them how we did it. They ought to be as smart as we are out here in 
production. Of course, the thing that really gets them is that | don’t even have a degree.” 

In the course of their work, the researchers learned that when the men presently in charge 
of production took control after World War Il, they did so as the result of a management 
turnover occasioned by discovery of illegalities committed by previous production men 
during the war. Prior to that time, production had controlled purchasing, stock control, and 
final quality control (where final assembly of products in such cabinets was accomplished). 
Because of the wartime events, management decided on a check-and-balance system of 
organization and removed these three departments from production jurisdiction. The new 
production managers felt they had been unjustly penalized by this reorganization, particu- 
larly since they had uncovered the behavior which was detrimental to the company in the 
first place. 

The researchers also talked to Tom Rawson, age 65, executive vice-president of the 
company. Tom had direct responsibility for Higgins’ production department. 


There shouldn't really be a dividing of departments among top management in the 
company. The president should be czar over all. The production boys ask me to do 
something for them, and | really can't do it. It creates bad feelings between engineering 
and production, this special attention that they (R&D) get from Howard. But then Howard 
likes to dabble in design. Browne feels that production is treated like a poor relation. 
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As the researchers were concluding their field work at the Higgins Equipment Company, 
they found an opportunity to discuss the engineering department and its problems with the 


president, John Howard. He reflected on what he termed ‘‘the unhappy necessity of letting 
Steve Spencer go.” 


| can’t understand why we have such poor luck with engineering heads. The man in 
there before Haverstick was technically well qualified. He’d been a good designer for us 
before we promoted him to be the first head of engineering. But he took to drinking heavily, 
and we had to relieve him of the responsibility. Then Haverstick seemed so promising. 
They say he is doing well in his new job at the company. But they operate much 
differently from the way we do. Then, Steve Spencer—he seemed to have all the 
qualifications we needed. And he certainly was a gentleman. But he never could get things 
done. Apparently he couldn’t gain the respect of the design boys. So, here we are, looking 
for a new man. |’m beginning to wonder whether we'll ever find him. 


INSTRUCTIONS 


1. Summarize your diagnosis of the major problem(s) in this organization. 

2. Prepare for Mr. Howard a plan for remedying the problems(s) you have described above. 

3. To provide for the implementation of your plan, present the steps which should be taken 
by some individual(s) responsible for the effective performance of the functions now 
assigned to Engineering Services. 
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external representation of organization to, 
139-40 
influence on individual of, 400 
information processing from, 137—39 
and integration, 149—5 1 
interdependence of organization with, 
122-25, 127-28, 129-36 
in organic organization, 37—38 
and organization boundaries, 122—23 
and organizational climate, 408—9, 410, 412 
and organizational design, 40-41, 149-51, 
152-53 
organizational domains within, 123—24 
and organizational effectiveness, 43 1—32, 
441-42, 443, 444, 447-51 
and organizational goals, 66—67, 71, 72, 
102-5 
and self-designing organizations, 502—5 
static, 54, 55—56, 102—3, 125, 126-27 
strategies to manage, 147—49, 161, 166-68 
and technology, 181-82 
uncertainty of, 126-27 
variability of, 43 1-32 
See also Organizational domain; Task 
environment; Social/cultural 
environment 
Equifinality of open systems, 30, 73 
Exchange between organization and 
environment 
management role in, 124—25, 129-36 
mediating technology for, 164 
See also Open systems, organizations as 
Executive recruitment, 130, 133-34, 135 
Expectancy theory of motivation, 212-18, 254 
management implications of, 215-16 
organizational implications of, 216-18 
Extroversion, 202-3 


Fast-food franchise, work design in, 273—74 
Federalism, 499 
Feedback processes, 29, 50, 51 
and worker commitment, 227, 230 
and worker satisfaction, 257, 258, 259-61, 
262—63, 270 


Flexitime, 275, 276 
Food industry, 49, 150-51, 367 
Formalization 
and boundary roles, 143-44 
and organizational effectiveness, 432—33 
and organizational goal mix, 104—5 
in organizational structure, 351—52, 
375-76, 377 


Gestalt, 29 
Goal displacement, 75—76, 227, 232 
Goal mix, 417, 480 
and organizational effectiveness, 448—5 1 
Goal set 
and individual goals, 85 
and organizational decision making, 72—73, 
77, 80, 85-86, 88-91 
Goal setting, 44 
Growth, economic, as value premise, 492, 493, 
496-98 
Guidance, organizational design through, 
487, 488 


Hawthorne studies, 6. See also Human relations 
school 
Hierarchy, 30, 149—50 
as integration mechanism, 378, 381 
as organizational design, 43—44 
span of control in, 350 
vertical differentiation as, 350 
See also Decision making; Organizational 
structure 
Holism, 29 
Homeostasis, 15, 29 
Human asset accounting, 80 
Human relations school, 3—4, 5, 6—7, 8—9, 10, 
11-12 
assumptions about organizations in, 23—24 
assumptions about workers in, 20-21, 212 
on motivation, 212 


Individual goals, 84—85 
and organizational goals, 67, 68, 71, 76—80, 
83, 87-88, 99-101 
Inducements, 68, 73, 77—78, 88, 90-91. See also 
Reward system 
Informal organization, 21, 24, 46—47 
as control mechanism, 293—94 
in Open-systems strategy, 15 
and organizational goals, 84 
Information 
in bureaucracy, 292, 295, 296-97 
in clan, 295 
in market, 292—93, 295, 297-98 
See also Information processing 
Information processing 
boundary roles for, 137-39 
contingency theory of, 469-70, 475—76 
and human constraint, 232—33 
and organizational design, 43—49 
in self-designing organizations, 504—5 
Input 
and interdependence between organization 
and environment, 123-25, 140—44 
and technical core, 166—68 
Inspiration as decision-making strategy, 313, 
324, 327-29, 332-33, 342 
Instcutionalized participation, 235 


Integration, 34, 346, 347, 354 
by administrative processes, 379, 381 
in contingency theory, 467, 468-69, 
470-71, 473, 475-76 
to cope with uncertainty, 43—44 
designing mechanisms for, 10, 34-35, 
39—40, 41-42, 43-49, 378-80, 381, 
485, 486 
and environment, 149—51, 152—53 
in functional form of organization, 356—57 
by hierarchical coordination, 378 
by lateral relationships, 46—49 
and loose coupling, 306 
management role in, 365—73 
objectives of designing, 485, 486 
and organizational effectiveness, 43 1-32 
by structural mechanisms, 380, 381 
“ by voluntary coordination, 379-80, 381 
See also Differentiation; Integrator, role of 
Integrator, role of, 47, 354, 365—73 
balanced orientation of, 370—71 
behavior characteristics of, 368—72 
conflict resolution by, 37 1—72 
decision contribution by 368—69 
motives of, 372—73 
need for, 366 
performance recognition by, 371 
personality traits of, 372—73 
preferred style of, 373 
survey findings about, 366—68 
Interaction opportunity, 269, 270 
Interdependence 
and boundary role, 137—46 
buffering to handle, 166-67, 168 
among components in organization, 10, 
14-15, 166 
contingency theory of, 468, 475, 476 
cooperation as response to, 148—49 
co-optation as response to, 130, 132-33, 
135, 148 
and design objectives, 485—86 
direct engagement as response to, 148 
diversification as response to, 148, 149 
executive recruitment as response to, 130, 
133-34, 135 
indirect engagement as response to, 148 
interlocking directorates as response to, 
130, 132-33, 135 
joint venture as response to, 130, 
131-32, 135 
in long-linked technology, 163-64 
management role in handling, 129-36 
mediating technology for, 164 
merger as response to, 130—31, 132, 135 
in open-systems organization, 25—26, 27 
of organization and environment, 122-25, 
127-28, 129-36 
and organizational design decision, 362—63 
political activity as response to, 134—35 
pooled, 177, 468, 475 
rationing to handle, 167—68 
reciprocal, 178, 468 
regulation as response to, 130, 134 135 
sequential, 177—78, 468, 475 
smoothing out to handle, 166—67, 168 
strategies to handle, 129-36, 147—49, 161, 
166-68 
systems, 510 
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See also Environment; Organizational 
structure 
Interlocking directorates, 130, 132—33, 135 
Internal elaboration, 30. See also Differentiation 
Introversion, 202—3 


Job characteristics model 
diagnostic use of, 259-61 
and organizational commitment, 219—20, 
221, 222-25 
validity of, 258-59 
and work design, 256-61, 269-71 
Job depth, 183—84 
Job Diagnostic Survey (JDS), 254, 259-61 
Job enlargement, 11, 252,275 
Job enrichment, 11, 28, 217, 233-34, 252, 
275-76 
and employee motivation, 212 
for individual, 256-63 
with job characteristics model, 259-61 
principles of, 261-63 
for teams, 263—67 
Job nesting, 275 
Job performance, 220—25, 237 
Job rotation, 275 
Job scope, 183-84 
Joint ventures, 130, 13 1—32, 135 
Judgment as decision-making strategy, 313, 324, 
325—26, 328—329, 330-31, 332—33, 342 


Lateral relationships, 46—49 
Leadership 
classical theory of, 6 
contingent nature of, i2 
and decision making, 8—9 
human relations theory of, 6—7 
styles of, 234-35 
See also Management 
Legitimacy of organizational domains, 123-25 
Liaison roles, 47 
Life stages, 198-99, 227, 230-31, 470 
Limited-growth economy, 492, 493, 496—98, 
508-9, 511 
Locus of control, 203 
Loosely-coupled organizations, 90, 91, 492, 
509-11 
decision making in, 33 1—32 
differentiation of, 306 
and organizational control, 303—7 


Management 

and expectancy theory of motivation, 
215-16 

and goal conflicts, 67, 71-72, 73-74, 75, 
79-80, 82, 83, 93-95 

institutional function of, 129—36 

as integrator, 354, 365—73 

and organizational climate, 399—404 


and organizational effectiveness, 420-2 1, 442 


and organization-environment 
interdependence, 127, 129-36 

power of, and control curves, 281, 285-87, 
288-89 

setting and implementing goals by, 67, 
71-72, 73—74, 80-82, 88-91, 99-101 

and values, 209-10 

and work design, 268, 272—74 

See also Decision making 


Management by objectives (MBO), 5, 81-82, 
235,444 
Managerial grid, 11, 79—80 
Managerial linking role, 48 
Managerial performance 
correlates of, 426—35 
situational determinants of, 399—404 
See also Organizational effectiveness 
Managerial philosophy, 268, 269 
Market as control mechanism, 291—93, 298, 
299, 303—4, 305 
commitment in, 302—3 
information prerequisites of, 292—93, 295, 
297-98 
social prerequisites of, 295, 296 
Matrix organization design, 48-49, 353, 
355-64, 381-83 
characteristics of, 360-61 
in contingency theory, 467, 472-74 
evolution of, 357-61 
how to choose, 361—64 
organizational circumstances for, 381—83 
Means-end chain, 74—76. See also Rationality 
Mechanistic organizations, 37, 38, 39—40, 
41—42, 43-44, 188-89 
coordination by rules or programs in, 43 
coordination by targets or goals in, 44 
hierarchy in, 43—44 
and organizational climate, 408—10, 412 
and static environment, 54 
Merger, 130-31, 132, 135 
Middle management, 318—21 
Morale, 420. See also Organizational-climate; 
People 
Motivating potential score (MPS), 258, 259-61 
Motivation 
existing approaches to, 212 
expectancy theory of, 212-18 
and group structures, 217 
and individualizing organizations, 217-18 
job characteristics model of, 256-61 
and job dimensions, 257—58 
measuring, 217 
and organizational effectiveness, 420 
and pay and reward system, 216-17 
and psychological states, 256, 257 
supervisor’s role in, 217 
and work design, 216-18 
See also Organizational commitment 
Motives 
compared to goals, 84, 87, 91 
or people in organizations, 196—98 
See also Motivation 


Needs, as source of worker motivation, 197—98 
Negative entropy, 29 


Open systems, organizations as, 34, 51-52, 
67—68, 69—70, 72, 129-30, 135-36, 137, 
492, 493, 509 

interdependence in, 25—26, 27 

and loose coupling, 306 
organizational climate in, 410-11, 412 
and organizational goals, 94-95 

and organizational rationality, 166 
strategies in designing, 14-15, 16-18 
theory of, 2, 4, 11, 24-26, 27, 28-30 
and workers, 21 


Opportunities, 50, 51 
Organic organizations, 37-38, 39—40, 
41-42, 54 
Organizational behavior, 205 
and decision making, 90-91 
and uncertainty, 4 
Organizational boundaries, 122—23 
Organizational climate, 52, 57, 395-412 
Campbell et al. on, 399-404, 405-6 


consideration, warmth, and support in, 398, 


401, 402, 403, 404, 405-6, 410, 
411,412 

defined, 396-98 

and degree of structure, 398, 400, 401, 
402, 403, 404, 405—6, 410, 411, 412 

dimensions of, 405—8 

factors in, 401—3 

human relations school on, 6—7 

individual autonomy in, 398, 400, 401, 


402, 403, 404, 405-6, 409-10, 411, 412 


as individual perception, 397-98 

Likert on, 405, 406, 407 

management’s role in, 399-404 

and management systems, 406, 407 

measuring, 399—400, 403-4 

as objective organizational 
characteristic, 396 

and organizational design 
characteristics, 408—1 1 


and organizational structure, 406-8, 409, 


410, 411 

Payne and Pugh on, 405, 406-8 

as perceived organizational characteristic, 
396-97 


and reward orientation, 398, 400, 401, 402, 


403, 404, 405-6, 410, 411, 412 
situational determinants of, 399—404 
and technology, 189-90 
Organizational commitment, 200-1, 237 
active vs. passive, 225 


antecedents of, 219—20, 221, 222, 223-25 


defined, 219 

forms of, 302—3 

internalized, 302 

and job performance, 220-25 

model of, 219-21 

outcomes of, 219, 220-25 

researching and measuring, 221-22 

Organizational control, 57, 280-308 

approaches to study of, 280-81 

bureaucratic, 291, 292—94, 299, 303-4, 
305-6 

clan, 293-94, 299, 304-5, 306-8 

concentration of, 282—83 

and control curves for management and 
workers, 281, 285—87, 288-89 

defined, 281, 283 

dilemmas in, 282, 288, 289 

and individual adjustment, 282, 283-84, 
287-88 

informational prerequisites of, 296-99 

and loose coupling, 303—7 

market, 291-93, 298, 299, 304, 305 

and organizational climate, 409, 411, 412 

and performance,284, 285-87, 288 

and processing of people through 
organization, 299—303 
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pure types of, 290-94 

social prerequisites of, 294—96 

and supervisory—subordinate relations, 281, 
284-87, 288-89 

and technology, 184—86 

total amount of, 284—87, 288-89 


Organizational design, 2, 32—58 


applications of, 465—90 

case studies of, 60—62, 108-17, 240-243, 
386-91, 455-61, 515-25 

considerations to guide, 489 

contingency theory of, 465, 467—76 

and differentiation, 38-39 

and environment, 149-51, 152—53 

focus on organization vs. on people, 32—34 

forecast-oriented, 503 

implementation strategies for, 487-90 

information-processing view of, 43-49 

and integration, 39—40, 41-42, 43-44 

introduction to, 36—42 

key concepts and questions in, 36—38 

and managerial philosophy, 268, 269 

mechanistic patterns of, 37, 38, 39—40, 
41-42, 43-44 

objectives of, 485-87 

organic patterns of, 37-38, 39-40, 41-42 

and organizational climate, 408-11 

and organizational effectiveness, 445—5 1 

and organizational goals, 102—5 

and people as contraint, 226-37 

processes in, 32—34, 36, 40-41, 52 

research about, 39—40 

and technological coordination, 177—79 


Organizational development (OD), 22, 
79-80, 235 


and organizational effectiveness, 417-18 


Organizational domain, 123—25, 153 


and goals, 66-67 
legitimacy of, 124-25, 139-40 
nature of, 123-24 


Organizational effectiveness, 52, 57, 414-52 


Beckhard on, 417-18 

behavioral emphasis in, 442—43, 444 

Campbell on, 418-22 

components of, 417—23 

contingent correlates of, 426, 43 1—34, 
435, 444 

correlates of, 426—35 

criteria of, 414-15, 417-23, 436-44, 
445-51 

defined, 415-17, 439-40 

and diversity of operations, 433 

and efficiency, 440, 447—51 

and environment, 43 |—32 

Evan on, 422-23 

feedback effects of, 422-423, 424 

goal-centered view of, 415-16, 423, 
439-41, 443-44, 448-51 

inputs in, 422-23, 424, 447 

insider vs. outsider perspectives on, 445-46 

and management consensus on goals, 
429-31 

natural-systems view of, 416 

and optimization of goals, 440-41, 443 

and organizational design, 445-51 

vs. organizational ineffectiveness, 438—39 

and organizational structure, 43 1-34 


outputs in, 422-23, 424, 447-51 

and performance norms of particular 
industries, 429 

and personal stake of managers in 
enterprise, 429 

problems of assessment in, 436-38 

process approach to, 440—44 

and qualified management, 428-29 

and responsiveness, 447—51 

and size of unit, 432—33 

systems perspective on, 439—40, 441-42, 
443-44, 447-51 

and technology, 190-91, 433-34 

transformations in, 422—23, 424 

and type of personnel, 434 

and values, 445-46 

and work environment, 447-51 

universal correlates of, 426—31, 434-35 

and young management, 427-28 


Organizational goals, 10-11, 65-106 


and accommodation processes, 99, 101 

behavioral theory of, 73-74 

changes in, in response to human 
constraint, 227, 232 

concept of, 10-11, 52-54, 66—67, 70-72, 
84-91, 97-98 

correlates of, 478, 480-481, 482 

Cyert and March on, 92, 93—94 

displacement of, 75—76 

as decision constraint, 67, 68, 73—74, 
85-87, 88-91, 93-94 

as design constraint, 64, 67, 68, 70, 73-74, 
88-91, 93-94 

and environment, 67, 71, 72, 102—5 

Etzioni on, 92, 93 

and exchange processes, 99, 100 

general vs. specific, 81 

B. Gross on, 92, 94-95 

E. Gross on, 92—95 

and individual goals, 67, 68, 71, 76—80, 83, 
84-85, 87-88, 99-101 

and inducement—contribution concept, 68, 
73, 77-78, 88, 90-91 

and integration processes, 99, 101 

internalization of, 78—79 

Katz and Kahn on, 92, 94 

managing conflict among, 67, 71—72, 73-74, 
75, 77, 79-80, 82-83, 93-95, 100 

and means—end chain, 74-76 

measuring, 75—76, 80, 81-82, 90 

mix of, 72-73, 77, 80, 85-86, 88—91, 
102—5, 417, 448-51, 480 

motivation for, 87 

muluple criteria for, 84—86 

official vs. operational, 70, 73, 74-76, 
97-98 

and organizational climate, 408, 409, 
410, 412 

and organizational coalition, 67, 71—72, 
73-74, 80-81, 89-91, 93-94, 98-101 

and organizational design, 102—5, 465—66, 
477-84 

and organizational domains, 66—67 

and organizational effectiveness, 415-17, 
423, 429-31, 439-41, 443-44, 448-51 

at organization level, 67, 71, 75-76, 
80-82, 88-91 


and organizational structure, 478, 480-81, 
482, 483-84 

of organization as subsystem, 72—74 

origin of, 98 

output, 102—3, 479, 480, 481 

Parsons on, 92—93 

Perrow, on, 92, 95-96 

- and role behavior, 87-88, 89-91 

and satisficing, 73, 89-90 

in scientific management, 14 

and search for course of action, 86-87, 
97-98 

in self-designing organizations, 505 

sequential attention to, 73—74 

setting and implementing, 67, 71-72, 
73—74, 80—82, 86-87, 88—91, 99-101 

structuring, 477-78 

, support, 103 

and systems, 416-17 

and technology, 175—76, 180-81 

types of, 92-96, 97-98, 416-17, 477-78, 
479-80, 481 

Organizational humanism, 21—22, 26-28, 497 
Organizationalist as work orientation, 229 


Organizational purpose, 52—54, 63-106. See also 


Organizational goals 
Organizational rationality, 52-54, 65, 
165—68, 476 
and loose coupling, 303, 304—7 
Organizational slack, 74 
Organizational structure, 32—34, 36, 57, 
345-84 
and boundary roles, 137-46 
centralization and decentralization in, 
352-53, 376-77, 467, 474-76 
and complexity, 349-50, 377 
defined, 347-48 
as dependent variable, 346 
dimensions of, 347—53, 374-78 
and division of labor, 348—53 (see also 
Differentiation) 
formalization and standardization in, 
351-52, 375—76, 377 
functional form of, 355—57, 361—64, 
381-83, 467, 470, 471-72, 473, 
481, 483 
and general systems theory, 346 
integrator role in, 354, 365—73 
matrix design of, 353, 355-64, 381-83, 
467, 472-74 
modification of, in response to human 
constraint, 227, 232—33 
and organizational climate, 406-8, 409, 
410, 411, 412 
and organizational effectiveness, 43 1-34, 
441, 442 


and organizational goals, 478, 480-81, 482, 


483-84 

product form of, 355-56, 357-59, 
361-64, 381-83, 467, 470, 471-72, 
473, 483 

simultaneous, 467, 472—74 

specialization of, 350-51, 374-75, 377 

stratified, 467, 472—74 

and technology, 188-189 

trends in theory about, 345-46 

See also Differentiation; Integration 
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Organizational theory, 3-30 

assumptions about organizations in, 22—28 

assumptions about workers in, 19—22 

bureaucracy in, 7, 8-9, 10-11 

changing value bases of, 494—500 

classical, 3—4, 5—6, 7, 9, 19-20, 23, 
494-95, 508 

closed-systems strategy of, 13-14, 15, 
17-18 

conservatism in, 495 

and declining natural resources, 492, 493, 
496-97 

federalism in, 499 

history of, 5-12 

human relations school of, 3—4, 5, 6—7, 
8-9, 10, 11-12, 23-24 

open-systems strategy of, 14-15, 21, 
24-26, 27 

organizational humanism school of, 21—22, 
26-28, 497 

political processes as focus of, 7—9 

radical model of, 498—500, 508—9 

reassessments of, 494—500 

scientific management school of, 5—6 

and strategies for organizational study, 
13-18 

systems theory of, 4, 7, 10-11, 346, 
494-95 (see also Open systems, 
organizations as) 

totalitarianism in, 499 

Organizations 

changes in, in response to human 
constraint, 227, 231-34 

as coalition, 67, 71-72, 73—74, 80-81, 
88-91, 93-94, 98-101 

as closed system, 13-14, 15, 17-18, 
29-30 

comparative analysis of, 169—76 

defined, 3 

forecast-oriented, 502, 503 

individualizing, 227, 235-36 

inflexibility in, 502 


as input—output system, 29, 50-51 (see also 


Open systems, organizations as) 
institutional level of, 17-18 
interdependence of, with environment, 

122—25,127—28, 129-36 
levels of control in, 17-18, 27 
loosely-coupled, 90, 91, 303-7, 331-32, 

492, 509-11 
managerial level of, 17, 18 


mechanistic, 37, 38, 39—40, 41—42, 43-44, 


54, 188-89, 408-10, 412 

organic, 37—38, 39-40, 41-42, 54 

as problem-solving entity, 16 

self-designing, 492, 493, 501-7, 511-12 

stable, 188-89, 408-10, 412 

task structure of, 172—74 

technical level of, 17, 18 

and values, 205—11 

See also entries beginning with adjective 
Organizational 

Output of organization, 50, 51, 102-3, 479, 
480, 481 

and interdependence of organization and 
environment, 123—25, 140-44 

and technical core of organization, 166—68 


Paradigm, 494 
Participation in decision making, 79, 234, 235, 
338-42, 352-53 
and design objectives, 485, 486-87, 488 
and organizational design, 487-90 
and organizational effectiveness, 421 
in self-designing organizations, 504 
See also Autonomy; Centralization 
Passive influence, organization design through, 
487, 488 
People, 33-34, 56, 120, 194-237 
biographical variables of, 195, 196 
changing, as design response, 227—3 1 
changing interface between and 
organization, 227, 234-35 
changing organization as response to, 227, 
231-34 
in contingency theory, 468-69, 470 
design responses to, 226—37 
individual differences among, 195-204 
and individualized organizations, 235-36 
life and career stages of, 198-200, 201 
motivation of, 212-18 
needs of, 197-98 
and organizational climate, 409, 410, 412 
organizational commitment of, 200-201, 
219-25 
and organizational effectiveness, 442, 444 
and organizational goal mix 102-5 
processing of, through organization, 
299-303 
psychological and personality variables of, 
201-3 
and technology, 182, 183 
values of, 196—98, 205-11 
work orientation of, 196—98, 229-30 
Performance—outcome expectancy, 213, 214-15 
Personnel selection, 227, 228 
Plastics industry, 49, 150-51, 367 
Political activity, 130, 134-35 
Position Analysis Questionnaire, 255 
Power 
equalization of, 79 
need for, 198, 373, 400 
and task structure, 172—75 
See also Autonomy; Decision making; 
Organizational control; Participation in 
decision making 
Productivity, 419 
Product management departments, 359 
Product managers, 358—59 
Professional as work orientation, 229 


Rationality 

boundaries of, 165, 334 

and design, 53-54 

limits of, 334 

and loosely-coupled organizations, 303, 
304-7 

norms of, for technical core protection, 
161, 163-68 

organizational, 52-54, 65, 165-68, 303, 
304—7, 476 

in organizational theory, 23, 65, 495 

technical, 163, 165 

See also Decision making; Organizational 
goals 


Rationing, 167—68 
Raw materials, 169-71, 172 
Reciprocity as norm 
in bureaucracy, 295 
in clan, 294, 295, 296 
in market, 292—93, 295 
Regulation, 130, 134, 135 
Representative body, decision making through, 
326-27, 328-29 
Resources, 50, 51, 57 
Reward system, 8, 12, 216-17 
contingency theory of, 475-76 
and life cycle, 470 
and organizational climate, 398, 400, 401, 
402, 403, 404, 405-6, 410, 411, 412 
in self-designing organizations, 506 
and worker commitment, 227, 230 
for work groups, 264, 265-66 
Role behavior, 87—88, 89-91 
Rouunization of boundary roles, 144—45 


Satisfaction, 420 
Satisficing, 8, 16 
in decision making, 334—35 
and organizational goals, 73, 89-90 
Scarcity as value premise, 498-99 
Scientific management, 5—6, 7 
as closed-system strategy, 13-14 
on employee motuvation, 212 
Self-designing organizations, 501-7, 511-12 
assessment in, 512 
creativity in, 512 
decision making in, 504 
environmental change and, 502-5, 
$07, 512 
goals in, 505 
living in, 506 
measuring performance in, 504—5 
organizational curiosity in, 505—6 
planning in, 505—6 
reward system in, 506 
uncertainty in, 502—4 
Sensitivity training, 11 
Skill variety, 257, 259-61, 262, 269, 270 
Slack resources, creation of, 44—45 
Socialization, 227, 229-30 
forced, 302-3 
to organizational goals, 99, 101 
and organizational variables, 208—9 
Social/cultural environment, 50, 51, 
121-22 
Span of control, 350 
Specialization in organizational structure, 
350-51, 374-75, 377 
Stability as value premise, 498—99 
Standardization of organizational structure, 
351-52, 375-76, 377 
Stewardship notion in organizational 
theory, 495 
Subproduct manager, 360 
Supervisor, first-line, 265—66, 284 
Synergism, 29 
Systems theory, 4, 10-11, 510 
conservatism in, 495 
as paradigm in organizational theory, 
494-95 
See also Open systems, organizations as 
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Task cycle time, 269, 270 
Task design. See Work design 
Task environment, 50, 51, 121—22, 172—74 
change in, 125-27 
dimensions of, 125-27 
nonroutine, 9—10, 11 
and organizational domain legitimacy, 
124-25 
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191-92 
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organization affected by, 9-10, 11 
and organizational climate, 189—90, 409, 
410, 412 
and organizational control, 184—86 
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180-81 
and organizational structure, 169-70, 
188—89 
and people, 182, 183 
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and task structure, 172—74 
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in closed-system strategy, 13—14, 16 

cooperation as response to, 148—49 

co-optation and interlocking directorates as 
response to, 130, 132—33, 135, 148 

decision making under, 312, 313 

and design constraints, 56 

and design objectives, 485, 486 
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levels, 17-18 
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130-36 

merger as response to, 130—31, 132, 135 
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strategies to reduce, 43-49, 129-36, 
147-49, 161, 166-68 
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and organizational effectiveness, 210-11, 
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and client relationships, 262 
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contemporary experiments in, 274—77 
example of, 273-74 
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and individual differences, 253—54 

for individuals, 256—63, 266—67 

individual vs. group: which when?, 266—67 
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269-72 

and job dimensions, 269-71 

main effects investigations of, 253 

management role in, 268, 272—74 
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natural work units, 261 
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as process, 273 
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in human relations theory, 20-21 

motivation of, 196—98 

in open-system theory, 21 

organizational humanism on, 21—22, 497 

orientation to work situation of, 229-30 

power of, and control curves, 281, 285-87, 
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Work ethic, 198, 253, 497 
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attributes of, 263—64 
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cautions in designing, 267 
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reward contingencies for, 265—66 
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